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Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

ASSETS

Current Year Prior Year
1 2 3 4
Net Net
Nonadmitted Admitted Admitted
Assets Assets Assets Assets
1o BONGS.ceoueetrererneeeeseeecsiseees st ses st sesss st sssss s ennniiens | eeesesssnesssenssseans 8,733,190 [ .oveoueeeererenreerieenriineen [ ceerreeneseenesinen 8,733,190 [ .o
2. Stocks
2.1 Preferred SIOCKS........cvuicicicneseessesesenesrienenennins [ e | st | sreeni e 0 e
2.2 COMMON SIOCKS........cuverienriiiiiiiieriesiesisesise e sesisesisesnesnniins | eeeesiesinesinnsisnsssnsisnsisssenss | seeesiesisesinnsssnsssnsssssnssenss | ersesiesinesssnsesnsssssessseenees 0 e
3. Mortgage loans on real estate:
BT FIrSEIENS ...t ssennnsnenies | ereerierienens s | st | ereeni e 0 e
3.2 Other than firSt IENS..........cueviiriiieiresererenrsreneneniniins [ eeererieriesinssnsinesnssnsens | ereesiesiiesisnsssnssnssssssnsenss | ereresisesisesinesn s seenees 0 e
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less
R 0 €NCUMDBIANCES).....vuveeeceneeeeeiseeseeineeeeseessesessessnsessisssssseninns | reeeesessenssssenenaees 73,948 | o () S 73,948 | 87,793
4.2 Properties held for the production of income (less
R 0 BNCUMDIANCES)......vvovereeierrriseiiesisessisssissssssssssssssssssssenss | verssinsssessissssesssessssnsies | eesesssnssssonsssssssssssnssinnss | oossssessssssssossssessssssssnnsd 0 [
4.3  Properties held for sale (less §.......... 0 ENCUMDBIANCES)....cceverririrriiiiin | errereereieieensineissenseesnsne | cereesnessseneiseesssesssssnssnessens | eestesensessssssesssssssesessessens (0 O
5. Cash ($.....(2,326,808), Schedule E, Part 1) and short-term investments
(8.....16,955,648, Schedule DA, Part 2)...........oowwceereenreeemmerenneesnseesinnees | coreesssesessaneeees 14,628,840 | ...vveoeeeeerenneriisnnriinnns | cereeinneniineeens 14,628,840 |...covovrrrrinnns 19,514,570
6. Other long-term invested aSSEIS.........cvrrrrirrirrireeriineneneieiseeseeeseneeiieens | cereeeessseneeseeneiees 336,100 | .o 33421 [ 302,679 | o
7. ReCeiVable fOr SECUMHES..........c..everiririireieeerierieirsresisssissisnienieniee [ erreriesiesnesnssnsssssssienne | seeesiesisesinesisesssmsssesenne [ seerseeseesesesenssiesseesseseae 0 e
8. Aggregate write-ins for iNvested aSSELS..........cvrrrrrnienirenniieienensirieies s 0 [ 0 [ 0 [ 0
9. Subtotal cash and invested assets (LiNES 110 8)......c.cocvruvrvreninenencininiinees [ e 23,772,078 | ..o 33421 [ 23,738,657 |..oooverirrireine 19,602,363
10.  Accident and health premiums due and Unpaid..........ccccoevrnrnmnniininiineineinens [ eereeeereeneeseeneies 257,889 | .o 6,228 | 251,661 | oo 932,215
11, Health care reCeivables............c.vcuninriniininieieisrinenesnesisssssiienee | e 623,115 | .o 121,405 [ 501,710 |
12. Amounts recoverable from FEINSUIETS.............ccuueiuerierinerinerneininessrerrenine [ eeiresiresineeneeneeenes 39172 [ s [ 39172 | 759,932
13.  Net adjustment in assets and liabilities due to foreign exchange rates.........c.... [ e | [ e (0 O
14.  Investment income due and @CCrUE............cocrermrinmiinninnininininnieniens | e 120,960 [ .o [ 120,960 ..o 33,257
15. Amounts due from parent, subsidiaries and affiliates...........ccocoorrrvrinininies [ A172 | e [ 41172 | 239,451
16.  Amounts receivable relating to uninsured accident and health plans............c.cc. [ e | [ e (0 O
17, Furniture and eQUIPMENE.........cocueiririnienereieeceeiseississsssssiseiseeseneneninns | seereiseeessssenssssenesaees 6,541 | [ 6,541 | 12,835
18, AmOUNtS dUE frOM AGENLS........cuvereceeieiiecireireieees e seiseeseesesesneinniiein | eeressessnsssssssesssesesssssnnsnnns | eesensensinsssesssssessssssssssssnsinss | ceseessesssesssssessssensssessesan (0 O
19. Federal and foreign income tax recoverable and interest thereon
(including $.......... 0 net deferred tax @SSEE).........coovveivirrireiieeiiseisniinniiees | e | s | st 0 [
20. Electronic data processing equipment and SOtWare............coenrrrnniniineineins | veereeeeseenseneenenees 38,099 [ e 38,099 [ 64,120
21, Other noNadmitted @SSELS..........ccerieririiriiriiriieiinsissiesiessesiesnennenneinns | rerneinsssesesesnesnesnne | oresnsissseseseseseseenne | o 0 e
22.  Aggregate write-ins for other than invested assets..........covrvrvrininineinniiins e 211,099 | 138,024 [ 73,075 [oiiiiis 77,636
23.  Total assets (Lines 9 plus 10 through 22).........cccomueveinneeensmreissmrenssersisneinns | coneeensenessseeees 25110125 [ 299,078 |.ooionniriiinns 24,811,047 [ 21,721,808
DETAILS OF WRITE-INS
080T, eeeeeeeseeesseeees et seess st ss sttt ness st snentnnnstnnns | seessneest s st nenssnnes | sesssnesssanesssssnssssnnssnenstns | eeesss st nenees (L OO
0802, .veeeoeeerneeessseeesseeeesseess et ss sttt sttt enentnnnstnnns | seessneestsnesss st st nnnes | sesssnssssenessssssnsssnesssnnsstns | eeesss st senees (L OO
0803, . eeeeeeerseeesseeees ettt st ss st ensntnnnstnnns | seessnnest s st st nnnes | sesssnesssanesss st snsssnnsstes | eeeesss st nenens (L OO
0898. Summary of remaining write-ins for Line 8 from overflow page.........ccccovvcveens [ rrnenninnii (0 O (0 O (0 RN 0
0899. Totals (Lines 0801 thru 0803 plus 0898) (LiNe 8 @DOVE)......rvverrreeermrrerssrreinns | covrnsrresssressssssessssesesee (O RN (O O (O R 0
2201, Prepaid INSUTANCE. ......cvvuuureereressrrcesseseesssessssessssssssssssessssssssssssssssssssnness | seeesssssesssnnesessnnees 138,024 [ 138,024 [ oo (L OO
2202. Other RECEIVADIE.........cuerverereereereseeceseeeesseeesssesssssssssssesssssssssssssssnnsses | eeevisneeesnnesesnneeens 73,075 | eoeeereeerneeeinnenineneins | creeeeesseessnesesnens 73,075 | 77,636
2203, ettt ettt ensntnnnstnnns | seessnnesseness st st nnees | sesssnesssnesss st ensssnnssts | enesss st nneend (L OO
2298. Summary of remaining write-ins for Line 22 from overflow page..........ccoveeveenee [ rrereinensiinininncnc (0 O (0 O (0 RN 0
2299. Totals (Lines 2201 thru 2203 plus 2298) (Ling 22 8DOVE).....cccurrrersrreensmreinnn | corversseessssnesenens 211,099 | s 138,024 | oo 73,075 | i 77,636
@ S 0 health care delivery assets included in Line 4.1, Column 3.




Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

LIABILITIES, CAPITAL AND SURPLUS

Current Year Prior year
1 2 3 4
Covered Uncovered Total Total
1. Claims unpaid (less $.....88,814 reinsurance Ceded)..........coowvurvmrrrseermerinrsississsssssiiesiies | evvesisisninns 7,135,235 |.ooirieinns 1,020,251 .o 8,155,486 |.....ccco..... 12,380,314
2. Accrued medical incentive pool and bonus PaYMENLS............ccreeereeneineuneeneenencneneieiniieees [ eeveireireeeees 2,998,560 | ..eceeirieireirereiniens | e 2,998,560 | ...oveeeeireieieineieis
3. Unpaid claims adjustment EXPENSES..........cvruureerrerneereireieeeeresinseseinsieessssesssssssssesssesssesenss | ceeeeneeseesseenes 494,026 ..o [ 494,026 .o
4. AQGQregate PONICY FESEIVES........cvrurireceiecereereisessesssstseasesessessessssts s sessessssssssssssssssssensessnsns | eestssesssssssesssssnssssssesiess | sonssnssnsesesssssesssssnnssnsins | sesessessssssssssesssessesens (1 R
5. AQQregate Claim MESEIVES. .......ocirureeireeeeereeeereiseeiecsseessae e ssessesssssss s sssssssesssssssnsssnsestesss | seeesessesesssssnssnsennssnsins | eesessssesssssssesssssnssnnsnnens | seseessssssssssessessessnnes (1 R
6. Premiums received in @dVANCE.........coccvieririerieiieineinnessesseississsiessessesssesisensennsnnnes | e 1,134,369 | ..o v 1,134,369 | oo 994,345
7. General eXpenses dUE OF @CCTURH. ........cuurerurereereeneereereiseeseessseseeseesessessessssssssseesessessesseninss | eeeneeseeseeenes 1,120,439 [ oo [ 1,120,439 | oo 1,312,231
8.  Federal and foreign income tax payable and interest thereon (including $.......... 0
(on realized capital gains (losses)) (including $.......... 0 net deferred tax liability).........cocooeeeie [ rnrnirnirn [ | 0
9. Amounts withheld or retained by company for the account of Others..........cocovevrrinincnies [ e | (1 R
10.  Borrowed money (including $.......... 0 current) and interest thereon §.......... 0
(including $.......... 0 CUITENEY. ..ottt ssssss s ssssssssesssssssssssnnsienss | evsessssssssessssnsssnssenss | ovsssssssssssssssssssssssnsses | ersessssessssesssessssensons (O OO
11. Amounts due to parent, subsidiaries and affiliates...........ccocoerrrennnirnnncries | e 323,935 | ..o s 323,935 | i 5913
12, Payable fOr SECUMLIES. ........ovueereeeeieiiecisereeeseee ittt ssestessssssesnssseniesss | eeseesseessessnssssssessssienes | sesnsssesssessssesssssnssnsenenns | oessessnsessensensssessessnnes (1 R
13.  Funds held under reinsurance treaties with ($.......... 0 authorized reinsurers
and$......... 0 UNAULHONZEA TEINSUIEIS)..........ovorvevevessiessissssssssssssssssssssssssssssssssssssssssenssies | sressssesssssssssesssssssnnss | eesssessssesssssssssessssssssinns | oossssisssssssssssssssssons (O OO
14, Reinsurance in unauthorized COMPANIES..........coverururreerneineereieieeseensessessisesesssssniseinesiesne | eeseeseesessessnsinssseesssieniee | sensessessesssessnssnssnsenens | oesessnsessessenessessessnnes 0
15.  Net adjustments in assets and liabilities due to foreign exchange rates.........c.oocovevevrininis [ [ | (1 R
16.  Liability for amounts held under uninsured accident and health plans...........ccccoovoninininins [ [ | (1 R
17.  Aggregate write-ins for other liabilities (including §.......... 0 CUITENE)...ceuceeeeieererereisereiieienines [ eererissesee s [V [V [V 0
18.  Total liabilities (LINES 110 17)....rverrrerrrreereeeesneeessseeessseessssesssssssssssssssssssssssssssssssssnnessss | sesssesssnnes 13,206,564 |..coovvvnrneees 1,020,251 | 14,226,815 |..cocvovreeees 14,692,803
19, CommOn CaPItal STOCK.........c.oiereririreiieeineireieie ittt esesesenienienes | eeeeeenaeees ).9.9 G PR XXX eiriinnes [ | e
20.  Preferred capital STOCK.........ocuireririeneirirrieeieeiecsese st snensnnnns | e ).9.9 G PR XXX viriinees [ | e
21. Gross paid in and contributed SUMPIUS............cceeerrurureieneineneeeeseseiseseieeseessissisessiesiees | eeereesenes ).9.9 G PR 99,9 G PR 10,888,193 |..coviirereenne 8,585,000
22, SUIPIUS NOES.....ouceieeereiereeeieteeise ettt entesissinsnnneniens | seesessenses ).9.9 G PR XXX eiriinnes [ | e
23.  Aggregate write-ins for other than special SUrplus funds............coccocnenrnnnincninsinsincinee e ).9.9 G PR 9.9.9, O R (0 O 0
24, Unassigned fUNdS (SUMPIUS)..........veereremmreeesreessneeesseesssssessssesessssssssssnssssssessssssssssssssinsss | soseesssnnees )00 I R )00 T (ST (303,961) | <evvvreeeeenne (1,555,995)
25.  Less treasury stock, at cost:
251 . 0.000 shares common (value included in Line 19 §.......... 1) FSSTOSSUUN IR ).9.9 CHN R XXX viriinees [ | e
252 ... 0.000 shares preferred (value included in Line 20 §.......... (1) JSSTURUSTIUNS IRRRN P00 S P XXX riernnes [ | e
26. Total capital and surplus (Lines 19 t0 24 less LN 25).........ccoerreeenenenmenensnsenineinssensies | aeeseeisnes P00 S P P00, SR P 10,584,232 |...ccoovviennes 7,029,005
27.  Total liabilities, capital and surplus (Lines 18 and 26)...........ccocweensereisseeensmreeisseressnsereisserinss | coseeeeenees PO S P S S P 24,811,047 | 21,721,808
DETAILS OF WRITE-INS
17070, ettt snst et nnss st ennnsns | coerneesnnesesnsssstnnnnsnne [ sessseeesssnnnsstennssnnsets | seessssesss st 0
1702, ettt nnst st st ennnsns | coerneessnesesnssssnnnnsnne [ eesssneesssnnesstennnsnnssts | seeesssnsss s (I TN
1703, ettt snst s ennnnennnsns | coereeesnnesesnnssstennnsnne [ eessneesssnnesstennnsnnsets | seesssseses s (I TN
1798. Summary of remaining write-ins for Line 17 from overflow page.........ccccocemenenrnennnsinins | eereerneneineereesseseeeeens (0 O (0 O (0 O 0
1799. Totals (Lines 1701 thru 1703 plus 1798) (LiNe 17 @DOVE)......cveeurrrerurrrersmrrsssmresssssressssrssssess | coseessssesessssssesssseseens [ O [ O [ O 0
2307, ettt srnst s ens [ aeeeeenneees )00 T R D00 GO OO DR
2302, oottt et snnst i ens [ eeeseisneees )00 T R D00 GO OO DR
2303, oottt ettt ssnntneniens [ eeeeesnneees )00 T R D00 GO OO DR
2398. Summary of remaining write-ins for Line 23 from overflow page..........cccooeevvninenensininins [ reeeenenns ).9.9 CHN R 99,9, N (0 O 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (LINE 23 8DOVE).....c.urrerrrrressmressssrressssmesssssesssneiss | seeeeessseees L S P D S PO [ 0




Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total

1. MEMDET MONENS......ceeoerieieeieeeei et eeess st ssst st ssesss st snsssssnssssssssennsees | erssssesssees DS R [N 354,225 | 363,370

2. NEt PrEMIUM INCOME.. .. veeureeerreeeseeeeseeeeesseeessse st s ssssssssesss st sssssssssssssssssssssssssssssssssssssnnssins | coseessssseeens )90 GO IR 67,336,600 | ..oooreererririenns 62,063,789

3. Change in unearned premium reserves and reserve for rate Credits..........c.covvrrrenneneininineinineines | eereeeeeneeens XXX etreireireininne [ v | e

4.  Fee-for-service (netof §.......... 0 MediCal EXPENSES).......rvurerereeeieereenseineieeseieeseesssssssssesesesesssiesnees | eeessneeneenens XXX etreireireininne [ v | e

5. RISK TBVENUE. ...ttt snissieninennenes | ereesienienes XXXerterirernenes [ e [ e

6. Aggregate write-ins for other health care related revenUES............cocoeverrinencncicencneiesiniine | e 20,0 O [P R 0 [ 0

7. Total reVENUES (LINES 210 B).....ceuuurrermereisereenneresesessesessssesesssssssssssssssssssssssssssssssssssssssssesssonssssinnes | coseessssseeens )90 GO IR 67,336,600 | ..oooreererririenns 62,063,789
Medical and Hospital:

8. Hospital/Medical DENEFILS. ............curreerereereeeire e ssesssesssssssesssnessssssssssssssssssssnnssiens | ovseesssnsesessssessens 5,629,437 | covrveererrriraenns 44,999,494 | oo 44,306,307

9. Other ProfeSSIONal SEIVICES........cc.rureriiirereeireieeeeesteesseeseasesessessess s essssessessssssessesssssstesssssnesienins | sesessessssessssesssssnsssens 3,319 | 26,529 | .o 21,802

10, OULSIAE TEFEITAIS........couverriiicii e enssss s sstensissniennenniene | cetsesiessesssesinesnesnssnniens [ seerstnsesssiesseessessessesinennns [ eresessesinesisnss s iesseenseenees

11, Emergency room and OUE-Of-GrEa..........ccuruuurirerrniireieieiieessesneineeseisssessssssssesessssessessssssesssssssesnsinss | sesnsusesssssssesssssnsssnssssnssesine | susessssssssssssssssssesssssnssessnssnns | sessessssessesssessessassssessesssees

12, PrESCIIPHON AIUGS...ouueveruereerueressreeeseeessseessssesesssssessssssssssssssssessssssssssssssssssssssssssssssssssssnsesssonsssssnnns | seesssssssnesessnneens 1,320,666 | ...cooorrerrrrrennnn. 10,556,884 | ..oooerrvrerreriennan. 9,944,391

13.  Aggregate write-ins for other medical and hoSpital............cccoeuriririenriniinnrcrnnrrinnine | e 0 [ 3,768 | (37,244)

14.  Incentive pool and withhold adjUSIMENTS...........ccuruririririirereie e seieeesssesnenns | seesssnsssessesssssmsnsenssnessssnnies | cessessessssessssesneans 2,671,899 | (34,686)

15, SUDOtAl (LINES 810 14)....ouureerereereeeiseeceseeeessecessessssssesssssesessssssssesssssssssssssssssssssssnessssessssssssssins | ceesssssssnessssaneens 6,953,422 | oo 58,258,574 | ..oovvererriinnens 54,200,571
Less:

16.  Net reiNSUTANCE FECOVETIES.........cvuuveriiiirrierierie st sssessssstsstestsesisssinssisnssnennenine | oresinesinessnssssssssssiessesinss | corvessesiesesesinesins 243,008 ..o 799,779

17.  Total medical and hospital (LiNES 15 MINUS 16).........ccoriurrereenrereirnireineineineeeseeseiseiseisesesesssssssenene | seeveeseessesssesseneens 6,953,422 | .o 58,015,566 | ..ccvverrerireines 53,400,792

18, Claims adjUSIMENT EXPENSES........evueeceeeeirreeeiseieeese ettt ssess st essessestessssssssessnnenss | seessessnsssssssssessessessnssnsssnsins | ceseenssessesssssnsens 2,588,611 | .o 3,517,795

19, General adminiStrative EXPENSES..........cureireirrrirrieireieiseeseessetsseseessesssssss s sssesessesssssssssssssssssessasnnss | sesessessnsssessssssssessessnssssssnsins | ceseensesessesssssenes 5,871,979 | oo 4,213,455

20. Increase in reserves for accident and health CONraCS...........ccovveiriirinrinrininesiecrcniniine [ esesssnns | ooriensenesess s | eeomsssesssesssesssssssssssnsssnsssssses

21.  Total underwriting deductions (LINeS 17 through 20)..........cc.creeemmeeereeeemmenessneesssmessssesesssmesssssssinns | srrsesssseessssssees 6,953,422 | .o 66,476,156 | ..ooovrrsrriinnnnns 61,132,042

22.  Total underwriting gain or (10Ss) (LINES 7 MINUS 21)......ccvvuriurierreeereeeiineineineiseeseeessesssseneeseeseesssesssenes | oeeeeeinseneens ) .9, NNV IR 860,444 | ..o 931,748

23.  Netinvestment iNCOME EAME............covuiiiierireiisresieriessssissie st | eressesiesiesnesesnesnennns | e 397,601 [ .o 763,955

24.  Net realized capital gains OF (I0SSES).......cuuurrereerereereieireeseesneesseneiseeseesssssssssesesessesssssssssssssssessesssnesine | ssessessssssssssssssesssssssssssssnnes | onesesssssnsssessessenes 150,160 | oo

25.  Netinvestment gains or (105Ses) (LINES 23 PIUS 24).........ocurrururereeiineeneineireeeieeieeneisesseesssssssnsneies | seieessssssesssseesssssssssssnessenas 0 [ 547,761 [ 763,955

26. Net gain or (loss) from agents' or premium balances charged off [(@amount recovered

27.

28.

29.

30.
080T, eorereeeseeeesseeeesseeessseeees s eess ettt ennns st nennnnnns | seeeeeernnees XXX errrvernrreiinne | emreeeennesesnnesssssssnsesnnes | eeessesessssesessssesssessssssssnns
0B02. .overeeeeeeeeesseeresseeess s eeess s eess s s e sss e sn e netennntnenssnnnnnnnns | seeeeesnnnees XXX errrvernrreiinne | emreeeennesesnnesssssssnsesnnes | eeessesessssesessssesssessssssssnns
0803, .oooreeeeeeeeesseeesseeessseees s eess ettt nnnt st ennnnnnnns | seeeneernnees XXX errrvernrreiinne | emreeeennesesnnesssssssnsesnnes | eeessesessssesessssesssessssssssnns
0698. Summary of remaining write-ins for Line 6 from overflow Page.........cccocveureurenneneneneernsneseieiee | ceeerneineiees )0.9, GOV ISR 0 [ s 0
0699. Totals (Lines 0601 thru 0603 plus 0698) (LINE 6 BDOVE)......ccurrersrrresseressssrrssssrssssssresssseresssssesessssssssss | sessseesssseees D0 S [P 0 | e 0
1301, Other MEICal COSES.........vveeureerrrrerseeeeseeessssenessesssssesssssssssssssssssssssssssssssssssssssssssensssssmssssnssssinens | ooseessssssssssesssssnsssnsesssnness | sesneesssssssssssnsssssnsssens 3,768 | (37,244)
1302, ettt Rttt snsst s snnstins [ eeeesssesesessenssstsnnssnnsstennnss | eneesssaneses st nnsstanns | sesseeest st snest s
1303, ettt ettt sttt snsst st snnntins [ eeeessseesesssnesst st snsstennnes | eneesss s st snsstenns | sesseeest s st ss s st
1398. Summary of remaining write-ins for Line 13 from OVerflow Page..........ccocewrinrunrnrninennririssinsineins | ceeeseeineineeseesesessesssssnenas 0 [ e 0 [ s 0
1399. Totals (Lines 1301 thru 1303 plus 1398) (LiNE 13 @DOVE).....rveeurreerrrresssnerssssresssssrsessssresssssssssssesssssses | ceessssessssssssssssssssssssssseees [ I 3,768 [, (37,244)
2707, ettt £ttt esnsttennniennns | sesseeesseneses st st nnnstns | seessssnesssnnesessnnsst st ennses | sreeessssesss et sss st
2702, oottt snsstennninnns | sessseessenessssnesst st snsstns | seeesssnessnssessnnsstnnnssnnnss | sreeessssesss st sst s
2703, oottt nnsstennniennns | sessseesseneses st st ennsstns | seeesssnessnessssnnsstennssnnnes | sreeessssesss et sss st
2798. Summary of remaining write-ins for Line 27 from overflow Page. ..o | ceeeesseineeseeseieesessssesseneens 0 [ s 0 [ s 0
2799. Totals (Lines 2701 thru 2703 plus 2798) (LINE 27 8DOVE)........rreeuurrresusrrssarerssssrssssssnssssssssssensssssesnsess | sossessssesssssssssssssssssssesesnas 0 | e 0 | e 0
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STATEMENT OF REVENUE AND EXPENSES (Continued)
1

Current
Year

Prior
Year

CAPITAL & SURPLUS ACCOUNT
31.  Capital and SUIPIUS PriOT TEPOMING YEAT.........ccuuurereeureesrereiseeeeeeseeeeseese st sssessessees et sb s s s sb bbb s s et s bbb
GAINS AND LOSSES TO CAPITAL AND SURPLUS
32, Netincome OF (I0SS) fTOM LINE 30.........couuruiueieireeieeireineieee sttt ettt sttt
33.  Change in valuation basis of aggregate policy and Claim MESEIVES............ouurururirrieeereireire et ss st

34. Net unrealized capital gains and losses

35.  Change in net unrealized foreign exchange capital gain OF (I0SS)...........ecueururrererirrrireireireire ettt
36.  Change in Nt AEfEITEA INCOME TAX........cuiuririeiseiiiece ettt st

37.  Change in nonadmitted assets

38.  Change in UNQULNOTZEA FEINSUIANCE...........cc.erueereerrireiseeeeeieteereese ittt st e bbb bbbt bs et
39, ChanGE iN TTBASUNY STOCK.........cureureurerririreesetsetseeseesessees et et eb e bbb seRE e st bh Rt
40, ChaANGE iN SUMIUS NOES. ..o cvureucercereeriteeeeeieeteeseesessees st esee et ees et bs e £ bbb s £ o8 s E bbb s bbbt es
41.  Cumulative effect of changes in aCCOUNtING PHINCIDIES.........ccuvuiurieeieieieiieee ittt sttt
42. Capital Changes:

B2.1 PAIA IN.ettretreeteeees s eees et ees s8££

42.2 Transferred from SUrPIUS (StOCK QIVIAENG)........c.cuuiurririieiereircie ettt

42.3 TranSTEITEA 0 SUMPIUS......cucuurerrerrir ittt ettt s bbb s bbbt
43.  Surplus adjustments:

A3.1 PAIA Ittt et et e s8££ AR

43.2 Transferred to capital (STOCK AIVIAENG).........c.curirrieiiieicireiee ettt

43.3 Transferred from capital

44, Dividends t0 STOCKNOIAETS. ...t
45.  Aggregate write-ins for gains Or (I0SSES) IN SUMPIUS............vureurirureieirieeeereiret ettt bbbttt essenaas
46. Net change in capital and SUPIUS (LINES 32 10 45)........c. ittt sttt

47. Capital and surplus end of reporting year (LiNe 31 PIUS 46)............c.ruriiiurreriirieeiee ettt

........................ 7,029,004

........................ 1,408,205

........................... 110,001

........................ 4,406,099

........................ 1,695,703

........................ 3,655,228

...................... 10,584,232

........................ 2,622,905

........................ 7,029,004

4598. Summary of remaining write-ins for Line 45 from OVEfIOW PAJE.........ovuierurririeireieeireire ettt ettt

4599. Totals (Lines 4501 thru 4503 plus 4598) (LINE 45 @DOVE). ... uuruuriuireieieiietiei ittt




Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

CASH FLOW

Curre:t Year PriorZYear
CASH FROM OPERATIONS
1. Premiums and revenues collected net Of FEINSUTANCE............cc.eiiiriiirirrrisiesie sttt esisesisesnesnnsnnies | cvneeineineins 68,150,950 | ..ccoovivriinnes 62,286,544
2. Claims and claims adjUSIMENt EXPENSES..........ocurerurerririreetreireieisesssseesseesese st ess et essssssessessessestessssssesesessessessnssneins | oesvessesseseneens 61,336,419 | oo 55,993,226
3. General administrative EXPENSES PAIG...........cceruiurrereeirrireeiieneereie sttt seesesssesesssssess et essesssstssssessessessestessssssessessessnsassnness | eeeiessessssennen 6,063,771 | covverercene 5,807,664
4. Other Underwriting iNCOME (EXPENSES).......cuucuurerereerereureuseeseesesasesessessessessasssssessessessessasssssessessessasssssssssssessessassassssssessessesassnnsonss | sesessessssssssssssssessensanssssans | ceessessasssssssssssssssansansssene
5. Cash from underwriting (Line 1 minus Line 2 minus Ling 3 pIUS LINE 4)........ccovrrurrurririiniineireireineesseieeineiseiseesesssssseseessssssssssnsneens | seesssssnsesssseeeens 750,760 | covvereeeieeeenns 485,654
6. Nt INVESIMENTINCOME. ...t sesnninnees | cnreiseeisnsienieenees 425,528 | ..o 827,529
7. Other iNCOME (EXPENSES).....cuuruurererereueireiseeeesesseessessetseesessessess st sessee e ssessessass s es et essassasbessssessessanssssssssessestessassnssssssessesessnsines | seeneesessnssnssnsens [(ERREIK) I [F— 694,707
8.  Federal and foreign income taxes (Paid) FECOVEIEA...........cuuierieriuririeiie et ieesssesisee ettt sssssessestessssssessssesentessnnns | aessssessssssssssssesssssnssnssnns | coresssssasssssssssssssssssesssssens
9. Net cash from 0perations (LINES 510 8)........cuurururureiineireireieieeseieeiseise ettt st ssessesssssssssssssssssssssessssssssnsssnins | oeevessessssensens 1,042,825 | oo 2,007,890
CASH FROM INVESTMENTS
10.  Proceeds from investments sold, matured or repaid:
0.1 BONGS..eoueevereeeesseeessseeeesseeesseeeesss st s8Rttt snnnnennssnnnnns | eeessseesssrnnees 5,564,122 | ..vveereererreeeneeeesinneeens
1002 SHOCKS. ...ttt [ eeenieniesieniensnnnnniens | et
10.3 MOMGAGE I0BNS......eeeeieeieieceeie ettt s bbbttt ss bbb estestesinntnnnnnninnse [ ereeessensentnnsee st entensentenns | reesestens st nna et ensentees
1014 REAIESIALE.......ouee bbbttt nnnnens [ e | e
10.5  Other INVESIEA @SSELS........couruuiieiiciiii sttt enieninenes [ eeensesiesisesinenincsnnnnnens | ereenesseseesse e
10.6 Net gains or (losses) on cash and Short-term INVESIMENTS...........coiiuriiiieniree et ssesssnsiiene [ ereeessesssseneseessssessesssnenees | creesessessnsensseesessessesssnsnees
10.7  MiISCElIANEOUS PrOCEEMS. .......uveeererrercerrereiieeieeineteeee ettt st ss st ess b est st ebsessessentenssssnnnnsessenteniness [ eresessenssssssesssssnsensanssnenns | eonesessssssssssssssssssenssnsssenses
10.8 Total investment proceeds (LINES 10.1 10 10.7).......uoruiururieireireineireieesesiseiseeseie st esssstessssssssessssessssssssssssnsies | ceveessesssseseneens 5,564,122 | ...ooviirierinereiennd 0
11.  Cost of investments acquired (long-term only):
1.1 BONGS.vetueeetreeesseeeesee s eess sttt nnnnnnnssnnnns | seseeenesennes 14,262,786 | ..ooorveereererseereseneeiineens
1122 SHOCKS . ...ttt enennens [ et | st
11,3 MOMGAGE I0BNS......eueeiieiececeeie ettt sttt s st b s estestentnnsnnnnninnse [ reeessensentnesne st entententenns [ freesestens st eneees
114 REAIESIAE.......oee bbbt [ e | e
11.5  Other INVESIEA @SSELS........couiiuiiiiiiicicii ettt nissnsnnnienes | e 303,193 |
11.6 MiSCEllaneOUS @PPLICAIONS. ......c..cvuiueceieieeieiee ettt sttt ettt sttt ens s esbsssesestestessnnnsnnnnsanes [ ererensenssssssssssssnsensenssnennes | eosesensensssessssse e sneees
11.7 Total investments acquired (LINES 11.110 11.6).....c.ruiiurreriirireierisereiseeeesieet ettt ssestesssesssssssesestesnnne | eresessesessennes 14,565,979 ..o 0
12. Net cash from investments (Line 10.8 MINUS LINE 11.7).....ccruriririenireieieieeneseinese et ssessssssssessessessesssssssssssssssssesnsinss | sesseseeneenssnns (9,001,857) |.evereereereereeneereereineeen 0
CASH FROM FINANCING AND MISCELLANEOUS SOURCES
13.  Cash provided:
13.1  Surplus notes, capital and SUPIUS PRI iN.........cccrururrirriineireireieeeiieeieei ettt esses st esssssssssssesenesinss | ceveessssssseseneens 2,303,193 | oo 585,000
13.2  Net transfers from affiliates. ..o | s 516,301 |
13.3  BOITOWEA fUNAS TECRIVEM.........vuuieeiricieir sttt nineninnnnniens [ eeensessesiesinenincsnnnnnens | ceeeeseseseesseesseessessesesnens
134 Other CaSH PIOVIAEA. ......cuuevererreeseeeesseeeiseeees st s ssess s ses st ss sttt esss e enesssssnssennssns | eeessssesssnensssnnees 753,074 | oo 470,501
13.5 TOal (LINES 13.110 1314).. . ceeuereeieceireeeeseeeesee et seess s sesss sttt nssssesssstsnsssenssstsnsssinns | cosesssssssssnnees 3,572,568 | coeorerrerreeeens 1,055,501
14.  Cash applied:
14.1 Dividends t0 StOCKNOIAETS PAIM..........ccuruiuririreirecireicireise ettt ettt st ens b est st essnsnnnsnsianes [ ereesessessnssnssnsessessessnntnnns | eressessessnsensssnesessessessensanes
142 Net fransfers t0 affiliates..........coriicii st [ e | s 233,538
14.3  BOITOWEA fUNGS MEPAIH.......ceurercereieeeececieee ettt sttt ettt b bbbttt estessnesesnsantenns [ ereesessessnsenssssessessensantnens | cressessessnssssssnesessessessnnsanes
14,4 Other @PPIICAIONS. ......c..ceureerieir ittt ettt ent st nenennnentenens | rrenenesse s 499,266 | ..ovirieriricieinns 14,705
14.5 TOtal (LINES 14.110 T4.4)..covornieereeiereeeeiieeees ettt ss s sss s st essss s esssssssnnsesnsnns | eresssssssssssssssend 499,266 [ ..cooiriiiiiinns 248,243
15.  Net cash from financing and miscellaneous sources (Line 13.5 minus LiN@ 14.5).........ccccoirrnrnnrnnnnenenensieissssssnsneies | ceveeisessessennens 3,073,302 [ ..o 807,258
RECONCILIATION OF CASH AND SHORT-TERM INVESTMENTS
16. Net change in cash and short-term investments (Line 9 plus Line 12 plus LiN€ 15).........cvurieniuneenrensineninninenessieensnsseseiseieninns | cerveeseeseenennns (4,885,730) | ceoveeereereenene 2,815,148
17.  Cash and short-term investments:
17,1 BEYINNING Of YEAN. ... cveuervereeeesseeessse et s sesssee s sess s ses sttt sb st snsss st snnsssssnssssnssssnnssennnss | aessssessssnnees 19,514,570 | cooeovevvveeens 16,699,422
17.2 End of year (LINE 16 PIUS LINE 17.1)......cveeureereereeerecereeeieee et sseest e eseessssesssssessssesssssnssssssssssssesessnseeonnes | aeeenseeeesnseees 14,628,840 | ...cooovveenees 19,514,570




Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

ANALYSIS OF OPERATION BY LINES OF BUSINESS (Gain and Loss Exhibit)

10 1 12 13
Federal
Comprehensive Employees Title Title
(Hospital Medical Medicare Dental Vision Health XVIII XIX Stop Disability Long-Term
Total and Medical) Only Supplement Only Only Benefit Plans Medicare Medicaid Loss Income Care Other
1. Net Premium iNCOME. .....ccuverrrriecereeieeeierieessseesess st ssssessisssssssssssssssssennnes | oeeeens 67,336,600 |...... 67,336,600 | ..oovorcreririneins [ errreennnninnninene [ ervernennneennens [ [ e | [ e | e | | s
2. Change in unearned premium reserves and reserve for rate credit..........oocooovvecncnnininins [ ereneiniinininn: 0 [ [ e [ | s [ [ e | | e | e | s | e
3. Fee-for-service (net of §.......... 0 medical EXPENSES).......vvuivrereereieereerneineiseiseiseeernsnsnnes | reeeeeessseeeneens 0 [ [ e [ | s [ [ e | | e | e | | e
4. RISK FEVENUE........cooeieiiii sttt
5. Aggregate write-ins for other health care related revenues.
6. Total revenues (Lines 1 to 5)
7. Medical/hospital DENEFS. ..ot
8. Other profesSioNal SEIVICES. ........ocorururirrieiriireireie ettt
9. OULSIAE TEFEITAS..........coooieeriitrr et | crrerseineieniens 0 e [ [ [ e [ [ | s | e | s | e | s | s
10.  Emergency room and OUE-Of-area..........cocrurerereeneeneereieesesnseneeseesesseesssssssssssssessessssesine | eeseesesessessnsennes 0 [ [ e [ | s [ [ e | | e | e | | e
11, PreSCrPHON ArUGS.......cccurvemeremceireeieeriseesesiieesssseseesssesesessssestsssssssssessssesssesssssssesnss | ceeeene 10,556,884 |...... 10,556,898 | ...ooovvervcrinernnee [ [ e | [ |, () [ TR DO RRIR IR DI
12.  Aggregate write-ins for other medical and hospital...........ccccveririnrneninnirciininees e 3,768 ..o 3,768 | ..o 0 [ 0 [ [0 O [0 O [0 O [0 O [0 O [0 O 0 [eorireed [0 O 0
13.  Incentive pool and withhold adjustments.............ccoerrenenrnrinnnnesesesseseieiee | e 2,671,899 |........ 2673174 [ | i e | [ o (1,275) o oo | [,
14, Subtotal (LINES 710 13)....uveuiirceirereriieerseeieeessenissesssessssesssseesssesesessssessssnsssssssnnsens | ereeees 58,258,574 |...... 58,263,071 | oo, 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ (4,497) [ 0 [ 0 [ 0 [ 0
15, Net reiNSUranCe FECOVETIES. .........ccurrieiriernririesieriseiseisssisssisssesssissseessenssesssenisennenes | ariissienes 243,008 |.......... 243,008 .o | | | | | | | | || o
16. Total medical and hospital (Lines 14 MINUS 15)........ccoveeureremmmneceneeneeeineersernseessennneees e 58,015,566 |...... 58,020,063 |....ccovvrrrinnnn, 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ (4,497) [ 0 [ 0 [ 0 [ 0
17.  Claims adjustment EXPENSES.........c.euurururerireeineirsineieeseeseesseeseeseseesessesssessessssesessesesnes | aeeeeees 2,588,611 |....... 2,588,611 [ .o [ v [ e | errrsninninins [ [ e | [ | e | o
18.  General adminiStrative EXPENSES.......c.cururerreereereeeieiieesneisetseeseeesseesssssesseesessssessssenssseenns | aeeeenes 5,871,979 |........ 5,871,979 oo [ v [ e | eerrsininciniees [ [ e | [ o | s | e
19. Increase in reserves for accident and health CONtracts...........ccocovvvervrvnvrcncnininins s 0 o
20. Total underwriting deductions (LINES 16 0 19).......cccrururrermrmmreenerrneernerserseeserrseense | ceeenne 66,476,156 |...... 66,480,653
21. Net underwriting gain or (loss) (Line 6 minus Line 20)............ccccocorurnrnrcnnrninininciicinne | cerrreinnns 860,444 | .......... 855,947

0598

0599

. Summary of remaining write-ins for Line 5 from overflow page.........ccccoueeereeneurineenieneeneen.

. Total (Lines 0501 thru 0503 plus 0598) (Line 5 above)..

1201

1202.
1203.

1298
1299

. Other Medical COsts...........ccoovverevirereieeeiceeee e

. Summary of remaining write-ins for Line 12 from overflow page.........cccooereureereuneneneencenne

. Total (Lines 1201 thru 1203 plus 1298) (Line 12 above)
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UNDERWRITING AND INVESTMENT EXHIBIT

PART 1 - PREMIUMS

1 2 3 4
Net Premium
Direct Reinsurance Reinsurance Income
Line of Business Business Assumed Ceded (Cols. 1+2-3)
Comprehensive (MEAICAl AN NOSPILAI). ... ittt ettt nentessnennnesneenies | ceessssesssseesssese et 88,105,792 | oooeeeeieerrerneeeeenneinnns | e 629,169 | oo 67,476,623
MEAICAIE SUPPIEMENL.........coieieceueiseiisieeeieeire sttt rsiee feeseesasteeseeeeseeses s st e s e e Es e s eSE e R e e seE 8428 S b2 £ R R e R eR b2 E 1R E R AR £ s bbb e e b e enbee b et e bse st essantenbssensessessentaninniins | cosbesesessessessassasssssssssestessastassnssnsens | netsessessastessassessessessententsetnnseneniens | fressessessestessnesessestessentetee e ntestenians | fessesteet et ettt 0
DIBINEAI ONIY..... ettt sttt ssiee f4eebebssesesesseeseesee R e e eE S EeeE e SR s LR R eE R SR e£ bR AR R SRR RS A AR R4S E A £ R R AR bbb s R st st st e s st st s tentntnnnntenants | sesestesssstessesestestensnntensessentententannns | sesesueeessestessessnesneesestestastnnnnsense | setetiessess st estnesessest st antestns e snentens | nessessestest et b sttt nes 0
VISION ONIY.c... ettt ettt ss s st sbssissiies fbeebsetseesesesseeseesaesseesee s sEeeEeeEseEseEseE R SR eeE e e R s LA e AR SR eeE LR AR R eE R4S E e b AR R AR e bbbk b s b st st st e s st st st ententnnnntesants | sesestesssstnssesentestessnesensessentententannne | sesesuesesestesteseneteeesestestantnnnessense | seteeiessessestestne s st st entestneessentents | nessessesteee e s sttt nes 0
Federal employees health DENEfitS PIAN PrEMIUMS........ccciii oottt b bbb s bbbt bs s es s st esbessensessessentaninniins | cesbesesessessessassasssseessestessastasanssnssens | netsessssssssessssssssnssessestasssssssssnssnssans | ressessessassssssesessessassanssssnssessessessans | sessesssssssnessessessassassnssssssessessaseans 0
THIE XVIIT = IMBAICAIE. ... cvevereeeiceseees et sseiise eetseessees st et sf R8s £ R8sttt ssnt st ennninessiesnnnnnnns | coeeessssssseests st ssss st ssss st enstnnns | sesssessseest st eentenssennnnes | enesi sttt ettt st | seesiess sttt 0
THE XIX = MEAICAIA. ...t ssesisesiise eebtseess e ss st s s s s 88888ttt sttt nennnnntenns [ ereesssne st ens s ensenns | sresesees st ness st nes st enntes | ersseees ettt enntnne | et 0
OFNBT ettt sttt erine | eekekesseeseeseesesE et eE e R e AR oA RSt eS R e AR AR R eE R4S E SRR AR R eEE R R £ R AR EeeE e bR RReREee st e bseeententensantensenentententneneenenenens | eeserieseesesneisnsenssnssnssessnnssntensenssnsens | eneenssssessessensensanssnsensensenssnssnssnniens | fassessessensenssnssnsnssensensenssnssnnensenans | foesiesiensssessseeensent st s enteneas 0
Lo OO OO OO OO OO OO OO PO PPPePPPS PR IFTEPOOOPO PO PRSPPI 68,105,792 [ .o 0 | 629,169 | oo 67,476,623
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UNDERWRITING AND INVESTMENT EXHIBIT
PART 2 - CLAIMS INCURRED DURING THE YEAR

1 2 3 4 5 6 7 8 9
Federal
Comprehensive Employees Title Title
(Medical Medicare Dental Vision Health XV XIX
Total and Hospital) Supplement Only Only Benefits Plan Premium Medicare Medicaid Other

. Payments during the year:
1.1 DireCto.oceececereeeeene

1.2
1.3
1.4

Reinsurance assumed
Reinsurance ceded...

Paid medical incentive pools and DONUSES..........c..c.eieiuiureieiieeinene e sseees

Claim liability December 31, current year from Part 2A:

3.1
3.2
33
34

Direct.....ccooeververeinn.
Reinsurance assumed
Reinsurance ceded...

Claim reserve December 31, current year from Part 2D:

4.1
42
43
44

Reinsurance ceded

Direct.....ccooeververeinn.
Reinsurance assumed....

Accrued medical incentive pools and bonuses, CUMTENt Year............ovcurereneeneeneireeeeseeneeeeeneens

Amounts recoverable from reinsurers December 31, CUTENt Year...........cocueeririeneeneeneieeeineenes

Claim liability December 31, prior year from Part 2A:

71
7.2
7.3
7.4

8.1
8.2
8.3
8.4

Direct.....ccocvvervireinn.

Accrued medical incentive pools and bonuSES, PriOr YEAI............o.ererururreeeeneeneireieeeeeeseeeeeeens

. Incurred benefits:
11.1 DireCto..ocveerercrire,
11.2 Reinsurance assumed....

11.3 Reinsurance ceded

114 Netooooooiiic

. Amounts recoverable from reinsurers December 31, Prior YEar..........cocvcveueerineeneeneereereesneeneenes

._Incurred medical incentive pools and DONUSES. ........ccrereiruriririesiisei st

..................... 203,836
................. 56,408,053

.................. 2,833,782

.................. 8,244,298

..................... 203,836
................. 56,407,771

.................. 2,833,782

.................. 8,244,298

..................... 243,008

..................... 243,008

................. 55,304,496

................. 55,307,718

.................. 2,671,898

.................. 2,673,173
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UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - CLAIMS LIABILITY END OF CURRENT YEAR

. Amounts withheld from paid claims and capitations:

31 DIMECL. ..ottt
3.2 Reinsurance assumed....
3.3 Reinsurance ceded.

A1 DIFEC. ..ttt ettt
4.2 ReiNSUrANCE @SSUMEM........ccuuieieierciseieiseeseeesete ettt nenaen
4.3 ReINSUIANCE CEARM. ... eieiecerie ittt
A4 NBL. ettt

................................ 0 |0
................................ 0 |0
................................ 0 |0
.................. 8,155,484 |.................8,155,484 crnnnsnnen0 |0

1 2 3 4 5 6 7 8 9
Federal
Comprehensive Employees Health Title Title
(Medical Medicare Dental Vision Benefits Plan XV XIX
Total and Hospital) Supplement Only Only Premium Medicare Medicaid Other
. Reported in process of adjustment:
I T T OO OO OO OP PP PPRRTOSTR DU 1,414,390 | 1,414,390
1.2
1.3
T4 NEL sttt | 1,414,390 | 1,414,390 |, (O OO (O OO (U OO (O OO (U OO (O OO 0
Incurred but unreported:
2.1 DIFECE. .ottt ettt nnns [ eeeeeeneniend 6,829,908 |...ccoverenenens 6,829,908 | ... e | s [ s | e | e | s
2.2 ReiNSUranCe @SSUME............ccciuriiiiiriereiieessiessiiesseesssesiessesisesisesissssssesesnesnenes | onersssssissisesesinesaens 0 [ [ e [ e [ | s | e | e | o
................................ 0 om0 0 [0 [0 [0
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UNDERWRITING AND INVESTMENT EXHIBIT
PART 2B - ANALYSIS OF CLAIMS UNPAID - PRIOR YEAR - NET OF REINSURANCI
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Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

Year in Which Losses
Were Incurred

(000 Omitted)
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Net Amounts Paid
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SECTION B - INCURRED CLAIMS - GRAND TOTAL

Year in Which Losses
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Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year

SECTION C - INCURRED YEAR CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - GRAND TOTA
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Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
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Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
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Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
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Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIM¢
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Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIM¢
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UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
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Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
1.

©® N o o K~ 0N

Total (Lines 1 through 6)..................

Total (Lines 2 through 6)..................
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Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2D - AGGREGATE RESERVE FOR ACCIDENT AND HEALTH CONTRACTS

1 2 3 4 5 6 7 8 9
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XV XIX
Total and Medical) Supplement Only Only Benefit Plan Medicare Medicaid Other
POLICY RESERVE

-

LN

©® N o o

Unearned premium

Additional policy reserves (a)....

FESEIVES. ..ottt

Reserve for future contingent DENELS...........cccereririiriirieie e

Reserve for rate credits or experience rating refunds
(including $.......... 0) fOr INVESIMENT INCOME.........oourireiriiiiee st

Aggregate write-ins for Other POIICY FESEIVES.........c.ruuriiirieeereieireei ettt seenees

Totals (gross).........

Reinsurance ceded

Totals (Net) (PAge 3, LINE 4).... .ottt

Present value of amounts not yet due 0N ClaimS...........ceiriueririninceeee e

Reserve for future contingent DENEILS...........coveruririiriiriicree e

Aggregate write-ins
Totals (gross).........

Reinsurance ceded

for other Claim FESEIVES.........c.cccvcvieccc s

Totals (Net) (PAGE 3, LINE 5)......overeeeee e

0501.
0502.
0503.

0598. Summary of remaining write-ins for Line 5 from overflow page...........cc.corereurerseneenceneineseneeneens

Totals (Lines 0501 thru 0503 plus 0595) (LiN€ 5 @DOVE)......cururueeieiieiiiiei i

0599.

1101.
1102.
1103.
1198.
1199.

Summary of remaining write-ins for Line 11 from overflow page.........coovereunenininenencineseineens

Totals (Lines 1101 thru 1103 plus 11911) (LIe 11 BDOVE).....cocrscrserssessesssesssssesssseee

(a)

Includes §.......... 0 premium deficiency reserve.




Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 3 - ANALYSIS OF EXPENSES
T

2 3 4
Claim General
Adjustment Administrative Investment
Expenses Expenses Expenses Total
1. Rent(§........ 0 for occupancy of own BUIldiNg)........coveevererrrrirnircrreinirincins | e 85,573 [ 166,154 [ .o [, 251,727
2. Salaries, wages and other Benefits............cocrerinnnienneneeenininrneinees | e 1,128,660 |..ooevveeecinenns 2191475 | [ 3,320,135
3. Commissions (less §.......... 0 cededplus §.......... 0aSSUME)....correreeiririnrnereiees [ e 699,948 |..coiirirens 1,359,063 | .ooeeeeeireirererreininens e 2,059,011
4. Legal feeS and BXPENSES........c.owurerecirrereeinetneeseiseiseessesseiseeseisesseesssssssesssessesesssiens | ceeeesseseneeneeeiees 12,840 | oo 24,931 oo | e 37,771
5. Certifications and aCCreditation fEES...........ccouiirncincinnrnerrenencineins [ e | ereeeneisnsisssesiesiesienenns | e | e esees 0
6.  Auditing, actuarial and other CoNSUItNG SEIVICES..........ccovuueuenierrurerrisinininririeiees | eereireeieisssesseneiseenseinnies | reeeeeseesessessneenees 709,416 |.ooeoeererererineneneiieiens v 709,416
7. Traveling EXPENSES.......ccoiururerrireereeeneereaeeseesessesssstsetssessssessesssssssssesssssessessssssssnnnns | oeesessssssssnssnsseeans 20,344 | oo 39,502 [ | e 59,846
8. Marketing and @dVertiSiNg..........c.ceuuererrururrinieiineinereiseeseesisei st | seneineeseeesesssnnnnessnenies | erseeeeneeessessesines 136,354 [ .o [ 136,354
9. Postage, express and telephone............c.eerenrenensieincnsnesessessenssssessieniees | e 456,677 | 886,711 | oeerererereriernrnenenens e 1,343,388
10.  Printing and Office SUPPIES.......c.evureierreeireireineinereresiesiseiseiseieesssssisesessinsinnes | e 71,39 [ 138,623 [ .o [ 210,017
11. Occupancy, depreciation and amortization..............coceeurevereninenrnensninineieiies | e 46,584 | i 90,451 [ [ 137,035
12, EQUIDMENT......iiccc ettt sttt ssessssssnssssesssnenss | eeesssssssessnsenssesesnssessnnns | eessessnsisesnsenssessesnnsnennens | eeseeeeneinssessssesssssnesnnesss | steeesesesiesiesnsaes s ssesiens 0
13.  Cost or depreciation of EDP equipment and SOftWare...........ccocoeerenencnrinininiines | coeeeeneneineineeeens 26,084 | .o 50,646 ..o | e 76,730
14.  Outsourced services including EDP, claims, and other SErvices.........cccoeovnininis |eveneineereeisineins 263,594 | LS IR OO UUURTRIRIUR DOV 775,405
15.  Boards, bureaus and assoCiation fEes...........cccewrnrniiniiniisiienencncineiniinns | e 8797 | o 17,080 | .voeeeeeeiierieriericrienne | v 25,877
16.  Insurance, except 0N real EState.........covirrurrrrieieerreseeeeeseeeesneene | s 21,980 | oo 42,878 || s 64,658
17.  Collection and bank SErviCe Charges...........ocveureereneeneeneeneineeeeseneneneiessssnsneinees | cveereissiesnensisnen 2,259 | oo 4,386 [ [ e 6,645
18.  Group service and adminiStration fEES...........ccorurirrrrniirernirneiennnrnsineiies | rerirensiesnsnsiesesnsnennns | eeeeensinsnessssesnsnnnens | st | et 0
19.  Reimbursements by uninsured accident and health plans...........ccccoccvennininiis | ririinnrieinnneinnis | eereneesssssssnseies | eesisensinsesssssssssnssiesiesss | ceeeesesessesssssnsseesssessens 0
20. Reimbursements from fiscal iNErMEIANES. ............cccvvrvirirniiniieieicieinciininiiins | eriesiesiesesnesneinennns | e | oo | orveensenssssssssssessens 0
21, REal €St EXPENSES. .....vuceceeeeireiireieirete ettt sstsst s sesessenssnteniens | ereresieninsins e esentennntnens | seesenteeineeenenen st | sreeeneseeesentens s nnteeseniens | seereeessens st sesensenan 0
22, Real €SIae TAXES.......cuiricecrcrre s | et | e | oo | e 0
23. Taxes, licenses and fees:
23.1 State and 0Cal INSUFANCE TAXES...........cvurviriiiriririnirniiesiesisesisesnesneinsinnies | eorreseseessesiesinsiensinnsnnns | eeeessesssssessesinsisssessnesins | eonresnssesseessessnssssseesness | reseesisesssessnnsssessssensees 0
23.2 State PremMiUM tAXES. .....cureeerrereereeeeeereieeseesseeseeseesessessesssstsssssesessessessnstessnnes | ressessessssssssssesesessessantens | eoessessesssssnssessssessessnssnens | sesinsesesssesssessessenssnssnsiens | seereeessessensessssssenessesead 0
23.3 Regulatory authority liCeNSES aNd fEES.........ccrvurierriciririrencrereeinrinniniens [ ereeeeseesnsinsiseesenessesnninns | eoeeesssesnsesssessssesssssnssnees | eesenseseessessssessssssnssnssnsiess | seereeessessensesssseesessesend 0
234 PayrOll tAXES. . .cveuuererreeesseeeesseeessseeesssessssesessssssssssssssssssssnsssssssssnsessinnss | seesesssnesesnneeens 19,285 | cooveereereerriiens BTA45 || e 56,730
23.5 Other (excluding federal income and real estate taXes).........coooveverevrininiines | cvrereeiseneseneieenne 1,766 | oo 3429 || s 5,195
24.  Investment expenses not included EISEWNETE............cvuirrririeirnnerrieieiinnines [ e | eoeerrsineineessieeesnsessneiiees [ erreesesseesesssssesssessnssesieniens | seereeessnssesessesee e 0
25.  Aggregate Write-ins for EXPENSES........c.ovururrrererineireireieeesiseinee et ieessssssssesssinsnnens | cereessesnsnsnennes (277174) | oo [CRERI) I 0 s (815,350)
26. Total expenses incurred (LINES 110 25).......ouuvrurrerereeneneineeieesssesensseeiesineinns | eoeereeneeneeseinnes 2,588,611 .o 5,871,979 | o (I ) I 8,460,590
27.  Add expenses unpaid December 31, PriOr YEAI.........coouereneeneureereenineneneseieisnieees | ereeeeineeneineisesssssssenenes | eoneenseneeneenesnes 1,312,231 | ooeernereririncneins e 1,312,231
28. Less expenses unpaid December 31, CUITENt YA .........c.ovreureerreneneneneiieisiisnineins [ eerrseseeisessneseneens 494,026 | 1,120,439 | s 1,614,465
29.  Amounts receivable relating to uninsured accident and health plans, prior year.......... [ oo e [ [l 0
30. Amounts receivable relating to uninsured accident and health plans, current year...... [..ooooooiiiiiiiiniis Lo e [ 0
31. Total expenses paid (Lines 26 plus 27 minus 28 minus 29 plus 30)..........cccoeceecvecee fvrrornrrnnn. 2,094,585 ... 6,063,771 | oo 0 [ 8,158,356
DETAILS OF WRITE-INS
2501. ASO REIMDUISEMENL......cuuvvevereeesreeesiseeeseeeesseessssesessssessssssssssssessssssssssssssnseness | seseesssesessseeeens (VIEAVL) T — (538,176) [ .eveermerereereemseerisnneeinne | ervneerenneeinnneens (815,350)
2502, oeeeeeeees ettt ettt nnsstnnnninnnss [ seessssesssenssss st nnnstenne | seesisseessnesessnnsssnnnssenne | seessssnessnesesssessssnnssenne | renessssesssssesssenssssanned 0
2503, ettt ettt ennnsnnsst s nnnss | seesissnsessnesss st nnnstenns | seessssnsssnesssnnnssnnnssenne | seesssseesssnesesennsssnnnssenne | rnnesssnesssssessssnssssaseed 0
2598. Summary of remaining write-ins for Line 25 from overflow page.........couvevenrinins | corereereeseineeneeneieeeenees (0 IO (0 IO (0 IO 0
2599. TOTALS (Lines 2501 thru 2503 plus 2598) (Lin€ 25 @DOVE)......rvveerreersrrersmreessererss | cosreesssreessseeens (77474) | oo [CRENE) I 0 | i (815,350)
(@) Includes management fees of §........... 0 to affiliates and $.....3,277,544 to non-affiliates.
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Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

EXHIBIT OF NET INVESTMENT INCOME

1 2
Collected Earned
During Year During Year
1. ULS. GOVEIMMENE DONGAS. ......ceurerieieeiececeeee ettt s ettt en () S 67,803 [ 155,249
1.1 Bonds eXempt fTOm U.S. t8X......c.oiriurririiniintincieieis ettt ssssssstesssse e ssesssstesssssssssessessssssssssssesesesnsnnnes | (@)ereesseseeereesessessnssnssnsessssssesins | ceseesessessessassnssessessestessessessnean

Other bonds (unaffiliated)....
Bonds of affiliates........
Preferred stocks (unaffiliated).
Preferred stocks of affiliates....
Common stocks (unaffiliated)..
Common stocks of affiliates....
3. Mortgage loans................

4. Realestate......

5. Contractloans.....................
6.  Cash/short-term investments..
7

8

Derivative instruments.....
. Otherinvested assets..
9. Aggregate write-ins for investment income.

10.  Total gross iNVESIMENT INCOME. ... ...ivu ettt ettt sttt snisnsssnnniens | aeens .340,205 |..... 442,218
11, INVESIMENE EXPENSES. ....oucvuceerereireirrereieere ettt (<) IS
12.  Investment taxes, licenses and fees, excluding federal INCOME tAXES..........c. ittt ettt sttt een (¢ IS
13, INEreSt BXPENSE......coueeieceeteireee ettt () S
14.  Depreciation on real estate and Other INVESIEA @SSELS...........ocurururiiierireireic ettt ee bbbttt (). 0

15.  Aggregate write-ins for deductions from investment income..
16.  Total deductions (Lines 11 through 15).......
17.  Net investment income (Line 10 minus Line 16)

.44,617

................................. 397,601

0998. Summary of remaining write-ins for Ling 9 from OVEIflOW PAGE.......c.curiuieriireireirinieinenereie et ieessssstssissenesesinninns | creeneisseesssis st L0 T 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 @DOVE). ... vuurireeuiieriiririeresereseieseresssnessnsssenesssnsssnssssnsssssssssnesssssssnnssssssnss | oesesesssssssssnsssssssssssssssssssesans 0 | s 0
1501. Bank Service Fees
1502. Operational Interest Expense
L0 O OO PO (VPP ROT
1598. Summary of remaining write-ins for Line 15 from OVEMIOW PAGE. ........ccuiuririieiicrcirei ettt ettt ettt sstessssssensessnninniee | esteesssessesssssssss s ssesaestnes 0
1599. Totals (Lines 1501 thru 1503 plus 1598) (LINE 15 D0OVE).... ... irurirurireirissseressieserssese sttt ssnessnsssnsssnesnness | aeosesssssssssessssenssssnssssnsons 44,617
(a) Includes $.....433 accrual of discount less $.....116,063 amortization of premium and less $.....144,458 paid for accrued interest on purchases.
(b) Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium and less §$.......... 0 paid for accrued dividends on purchases.
(c) Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium and less §.......... 0 paid for accrued interest on purchases.
(d) Includes §.......... 0 for company's occupancy of its own buildings; and excludes §$.......... 0 interest on encumbrances.
(e) Includes §.......... 0 accrual of discount less $.....9,472 amortization of premium and less $.....13,550 paid for accrued interest on purchases.
(f) Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium.
(g) Includes §.......... 0 investment expenses and §.......... 0 investment taxes, licenses and fees, excluding federal income taxes, attributable to segregated and Separate Accounts.
(h) Includes §.......... 0 interest on surplus notes and §.......... 0 interest on capital notes.
(i) Includes §.......... 0 depreciation on real estate and §.......... 0 depreciation on other invested assets.
EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2 3 4 5
Net Gain or (Loss)
from Change in
Difference Between
Realized Basis Book/
Gain (Loss) Other Increases Adjusted
on Sales Realized (Decreases) by Carrying and
or Maturity Adjustments Adjustment Admitted Values
1. U.S. government DONdS.........cocoveeeneenreneensinencnencsessiinsinnens | ceereeieeeensineins 149,567 | ..o [ e (76,137)
1.1 Bonds exempt from U.S. tax

1.2
1.3
2.1
2.1

Other bonds (unaffiliated)....
Bonds of affiliates................
Preferred stocks (unaffiliated)..
Preferred stocks of affiliates....
Common stocks (unaffiliated)..
Common stocks of affiliates.
Mortgage loans................

2.2
2.21

3.

4. Realestate...

5. Contract loans......

6. Cash/short-term investments...

7. Derivative instruments.........

8. Otherinvested assets...........cccovviverernne.

9.  Aggregate write-ins for capital gains (losses).. .
10.  Total capital gains (I0SSES)........vveeerreereierieiireeecee

0998. Summary of remaining write-ins for Line 9 from overflow page..
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above).............
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Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

EXHIBIT 1 - ANALYSIS OF NONADMITTED ASSETS AND RELATED ITEMS
1 2 3

Change for Year
End of End of (Increase) or
Current Year Prior Year Decrease
1. Summary of ltems, Page 2, Lines 10 to 16 and 19 t0 20, COlUMN 2.........ccorrenrniinniinirieiein | oo 161,054 || e (161,054)
2. Other nonadmitted assets:

2.1 BillS TECEIVADIE. ...ttt | e | e s | s 0

2.2 Leasehold IMPrOVEMENTS...........ccruriieinrieieiiecsneessteieesssesssssseseessssessesssssssssessssssssesnsins | seerseisssesssssnssssesssessesssssssssnsnns | coessessnssnsssessessessnsssssnsssssessesss | seesssessesssssnsssssssssessessassassans 0

2.3 Cash advanced to or in hands of officers and AgENLS..........ccoureuriurrririnirrrrsrnrineiees [ e | oeseeissine s sess s ssssessesenne | ceseesseessess s nssee st sneees 0

2.4 Loans on personal security, ENAOrSEA OF NOL..........c.ouurrerurrereeiierineineieiseesssesssssisssesinsiens | eeeneinssneessessessesssstssessssssiesies | seeeenessssessssesssssssssessesssssesnes | seeressessessnssssssssssssessesssssassan 0

2.5 Commuted COMMISSIONS.........c.crveurveiiiiiiiieesiesiesiesisesise s sesssesssssssisniinses | ernesnsinsiiesessesisessesssesnneins | srseensssssissssesssessessessesseesnenes | oresinesinessnessssssesssesiesenees 0

3. TOtal (LINES 2.1 0 2.5)....cverurreeueeeseressseeessseessssesssssesessssessssssssssssssssssssssssssssssssssssssssnsssonss | sesssesssssnessseesssssessssssssans (O (O 0
4. Aggregate write-ins for other than invested aSSetS..........courriirencninesnseeesniens | e 138,024 | .o 0 i (138,024)
5. Total (LiNe 1 PIUS LINES 3 NG 4).......vveerrreerereereeeereeeceseeeei e seeeesseeesssneesssnnnssseeessneees | oeeeesnseeessneeesseseeons 299,078 |..oveeeereerc e [ (299,078)
......................................................................... (138,024)

..................................................................................... 0

0403, .ottt b ettt srsst s nnnsins | seessssenesesesesst s nnnst st ene | sessienesss e sesssnesst st snnst et | freeesssseest s st sst s 0

0498. Summary of remaining write-ins for Line 4 from overflow Page.........ccoerrnrnenrninnnincnrinin [ e O O O O 0
0499. Totals (Lines 0401 thru 0403 plus 0498) (LiNE 4 @DOVE).......vecurreerrrrersserssssreesssssmsssesessssrssseness | sersssssssssssssssssesssseees 138,024 | .o 0 [ (138,024)

16




LT

Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

EXHIBIT 2 - ENROLLMENT BY PRODUCT TYPE

Source of Enroliment

Total Members at End of

3
Second
Quarter

4
Third
Quarter

5
Current
Year

6
Current Year
Member
Months

1. Health maintenance organizations

2. Provider SErviCe OrganIZatiONS........ ... wuiueeeureeseesreeceeeeisessessssesees et ss bbbttt b bbb en bt

3. Preferred provider organizations

4. POINEOF SBIVICE. ...veieiitictce ettt bbb bbb s bbbttt

0698. Summary of remaining write-ins for Line 6 from OVErfloW PAgE.........cruiirreneeriieieicineirere ettt eneees

0699. Totals (Lines 0601 thru 0603 plus 0698) (LN 6 @DOVE)........crcesersesscssesessesesessessessesssessessesesesstessessesns

1 2
Prior First
Year Quarter
.................................... 30,570
............................................ 0 Lo 0
.................................... 31494 |.eeeee........30,570
DETAILS OF WRITE-INS

............................................ 0 [0
............................................ 0




Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

NOTES TO FINANCIAL STATEMENTS

10.

11.

12.

SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation - The financia statements have been prepared on the basis of accounting practices prescribed or
permitted by theDepartment of Consumer& Industry Services(ClS) and theNational Association ofInsurance
Commissioners. Thesepractices differ in someespects from generallyaccepted accounting principles. Certain assets are
considered non-admitted for statutorypurposes and are excludedfor the balancesheet. Thesenon-admitted assets have
been alocated to retainedearnings in thefinancial statements. The statutory adjustments hadno effect onPhysician
Health Planof SouthMichigan (PHPSM)net income.

Cash and Cash Equivaents — Short-term investments with maturity of one year or less at the time of purchase are
reported ascash equivalents.

Property and Equipment - Property and equipment are stated at cost, less accumulated depreciation. Depreciation is
provided on a straight-linebasis, over the estimateduseful lives of theproperty, which range from3 to 15 years.

Claims Payable — Accrued medical claims and related expenses (hospitalization and other outside medical services)
include amounts billed andnot paid and anestimate of costs incurredfor unbilled services providedto the balance sheet
date.

Premiums — Premiums are recognized in the period in which the members are entitled to health care services. Premiums
billed andcollected in advanceare recorded asinearned premiums.

Use of Estimates — The statutory basis financia statements have been prepared in accordance with the accounting
practices prescribed or permittedby the CISwhich is acomprehensive basis of accounting other thangenerally accepted
accounting principles, and requiresthe use ofcertain estimates, the mostsignificant of whichrelates to incurred but
unreported claims formedical services. Actual results coulddiffer from theseestimates.

ACCOUNTING CHANGESAND CORRECTIONOF ERRORS

The stateof Michiganhas notadopted codification.

BUSINESS COMBINATIONS AND GOODWILL

Not applicable.

DISCONTINUED OPERATIONS

Not applicable.

INVESTMENTS

Not applicable.

JOINT VENTURES,PARTNERSHIPS ANDLIMITED LIABILITYCOMPANIES

Not applicable.

INVESTMENT INCOME

All incomedue andaccrued has beerincluded inthe filing.

DERIVATIVE INSTRUMENTS

Not applicable.

INCOME TAXES

PHPSM isnot subjectto incometaxes.

INFORMATION CONCERNINGPARENT, SUBSIDIARIESAND AFFILIATES

W.A. FooteMemorial Hospital contributed capital of $2,303,193 tocapitalize PHPSM.

PHPSM members obtain medicalservices from WAFoote Memorial Hospital, whichis part ofthe PHPSM provider
network. Asa result, medical servicesxpenses include approximately $10,800,000 of claims incurredfor 2002. PHPSM
is a member ofthe PHP Shared Services,L.L.C. The purposeof PHP Shared Services,L.L.C. is to facilitatestatewide
contracting and toachieve economies toobtain health maintenanceorganization management andother required services
for members.

DEBT

Not applicable.

RETIREMENT PLANS,DEFERRED COMPENSATION, POSTRETIREMENT BENEFITS ANDCOMPENSATED
ABSENCES ANDOTHER POSTRETIREMENTBENEFIT PLANS

25



Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

NOTES TO FINANCIAL STATEMENTS

Not applicable

13. CAPITAL ANDSURPLUS, SHAREHOLDERS DIVIDEND RESTRICTIONS ANDQUASI-REORGANIZATIONS
Not applicable.

14. CONTINGENCIES
In the ordinary courseof operations, PHPSM issubject to various litigationmatters related to healthbenefits provided to
its subscribers.  Althoughthe outcome ofthese matters cannot bedetermined, it is management'sopinion that disposition
of these proceeds willnot have a materialadverse effect on thefinancial position or theresults of operations.

15. LEASES
PHP of South Michiganleases office space fromW.A. Foote Memorial Hospital,with a lease agreementin effect through
May, 2008. Durind2002, the Companypaid rental paymentsto W.A. FooteMemorial Hospital of approximately
$160,000. On theanniversary of the leasecommencement, the base rentwill be adjusted at100 percent of theupward
differential of the "AllGoods and Services' categoryof the ConsumerPrice Index, United StateBureau of Labor
Statistics.

16. INFORMATION ABOUT FINANCIAL INSTRUMENTS WITH OFF-BALANCESHEET RISK ANDFINANCIAL
INSTRUMENTS WITHCONCENTRATIONS OFCREDIT RISK

Not applicable.
17. SALE, TRANSFER ANDSERVICING OF FINANCIALASSETS AND EXTINGUISHMENTSOF LIABILITIES
Not applicable.

18. GAIN OR LOSS TO THEREPORTING ENTITY FROM UNINSURED A&HPLANS AND THE UNINSURED
PORTION OF PARTIALLY INSURED PLANS

There are nogains and lossesfrom uninsured accidentand health plansor partially insuredplans.

19. DIRECT PREMIUM WRITTENPRODUCED BY MANAGINGGENERAL AGENTS/THIRD PARTY
ADMINISTRATORS

Not applicable.

20. OTHER ITEMS
PHPSM electedto userounding inreporting amountsin thestatement.

21 SUBSEQUENT EVENTS
There are nosubsequent eventsto December 312002 that requiredisclosure.

22. REINSURANCE
Not applicable.

23. RETROSPECTIVELY RATED CONTRACTS
Not applicable.

24, SALVAGE AND SUBROGATION
Due to the typeof business being writtenwith this license, theCompany has no salvage. As of December 31,2002 and
2001 the company hadno specific accruals establishedfor outstanding subrogation, asit is considered asa component of
the actuarial calculationsused to developthe estimates ofincurred but notyet reported claims.

25. CHANGE ININCURRED CLAIMSAND CLAIMADJUSTMENT EXPENSES
Reserves for incurred claims attributable to insured events of prior years has increased by $800,000 from $56.2 million in
2001 to $57.0 millionin 2002. Includedn this increase, PHPof South Michigan experienced$4.8 million of favorable
prior year claim developmenton retrospectively rated policies. However, since thebusiness to which itrelates is subject
to premiumadjustments, therewas nosignificant impacton surplus.

26. ORGANIZATION AND OPERATION
Organization

Physicians Health Planof South Michigan(PHPSM) is anon-profit health maintenanceorganization under thelaws of the
State of Michiganand is exempt fronfederal income taxes underSection 501(c)(4) of thelnternal Revenue Code.

25.1



Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

NOTES TO FINANCIAL STATEMENTS

27.

PHPSM isalso awholly controlledsubsidiary of Foote HealthSystem (Foote).
Contractual Agreements:

Medical Services - PHPSM has contractual agreements with independent physicians, hospitals, pharmacies, and othersto
provide comprehensive medicalservices to enrolleesand their eligibledependents. Contractswith participating
physicians allow foreither capitation paymentsor interim reimbursementfor health careservices at lessthan 100% of
their alowable fees. The balance ofremaining portion of allowable fees igecorded as contingency reserves,and
included inclaims payableon thestatement ofLiabilities andNet Worth.

The aggregate amount of contingency reserves to ultimately be returned to physiciansis established by the PHPSM Board
of Directors, which bases this decision on a number of factorsincluding regulatory and financial criteria such as required
reserve levels. The PHPSM board of directorsis expected to approve up to 100 percent of the 2002 contingency reserve.

Administrative services — PHPSM has an administrative services agreement with United Healthcare Service (UHS) which
covers management serviceshat are systemdependent (i.e. billing,enrollment, claims processingand accounting). The
agreement expires December31, 2004. Theservices fees paid tdUHS by PHPSMare calculated based ora determined
dollar amount per memberper month. PHPSMwithholds a portion ofthe service fee, whichmay be paid contingentupon
UHSSs performance underthe terms ofthe agreement. Fees for 2002were approximately $3,300,000.

MINIMUM NET WORTHREQUIREMENTS

Under the laws ofthe State of Michigan,PHPSM is required to maintaina minimum net worth. Net worth must
be the greater 0f$1,500,000 or 4% ofpremium revenue or3 months' of uncoveredexpenditures. PHPSM

has net worthof approximately $10,600,000 andwas in compliancewith minimum networth requirements asof
December 31, 2002.

The State of Michigan further requires health maintenance organizations (HMO's) to maintain positive working capital
defined as current assets less current liabilities. PHPSM has positive working capital of approximately $1,400,000 when
measured using the statutory basis of accounting.

In addition, the Stateof Michigan requires PHPSMto provide a statutorydeposit. The depositamount must be thegreater
of $100,000 or 5% ofannual premium revenue upto a $1,000,000 maximum. As of December31, 2002, PHPSM has
approximately $1,100,000 to meetthe required level forstatutory deposits. PHPSMis in compliance withthe statutory
deposit requirements.
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SUMMARY INVESTMENT SCHEDULE

Gross Admitted Assets as Reported
Investment Holdings in the Annual Statement
1 2 3 4
Investment Categories Amount Percentage Amount Percentage
1. Bonds:
1.1 ULS. trEASUNY SECUMHES. ... vvuveverecererrseeerereseesseessents ettt ssst s sesssessssssssessssenssnssoness | veeeenenes 5,201,106 | .ccooveverneee 219 | 5,201,106 | .ccooveverneee 21.9
1.2 U.S. government agency and corporate obligations (excluding mortgage-backed securities):
1.21 Issued by U.S. gOVEMMENE 8GENCIES........c.vuerereeeeeereieiieeieeineineeseesessessssssssseessesessesssssssssssssssssesinss | oreeeenes 1,744,291 | .o 73 | e 1,744,291 | .o 7.3
1.22 Issued by U.S. government SponSored agenCies.............cuurerrerneeneereersuessnesnseneessessssesssssnsessenessenins | seeeeseeneens 926,145 | ...cooovvenee. 39 | 926,145 | ....cooovvenee. 39
1.3 Foreign government (including Canada, excluding mortgage-backed SECUMtIES).........c.cvvurrrrrrreneiniiniines | v | e 0.0 [ e [ e 0.0
1.4 Securities issued by states, territories and possessions and political subdivisions in the U.S.:
1.41 States, territories and possessions general 0bligations.............c.ccrnininriennnnnirrsiincinees | e | e (V0 I O
1.42 Political subdivisions of states, territories & possessions & political subdivisions general obligations... |....ccccoeoveencneinine | evrinrineineee0.0 |
1.43 Revenue and assessment OblIGAtioNS............cceurierieriurieneinninieineneseseseeeseiseisesssssesssnsiseienns | seneeseesessesesnsnnnns | oeeesinnennen 0.0 [
1.44 Industrial development and similar OblIGAtIoNS............cc.eurieeerienireirerseseeesssseneenerinees | e | e 0.0 [
1.5 Mortgage-backed securities (includes residential and commercial MBS):
1.51 Pass-through securities:
1.511 Guaranteed By GNMA..........c.coiviireicieeneernsiessiesssesssessssssssessssssssssssssssssisssnnes | oveeesssssnesssesnnssine | seesseessneens 0.0 [ | e 0.0
1.512 Issued by FNMA and FHLMC..........ccovriecineeeeineeineeiseessenisessssessssssssssssssssssnsnnes | ooeeesesssssssesnssssnns | soessesssnneens 0.0 [ | e 0.0
1.513 Privately ISSUBH. ..ottt ssesssssssssssssssnesins | eeseesesssssssessnssnnsnnens | coessesenseneens 0.0 [ e [ e 0.0
1.52 CMOs and REMICs:
1.521 Issued by FNMA and FHLMC..........ccouevimcinerneeineeeniseesssnisessssessssssssssssnsssssnennes | ooeeesssssesssssnssssnns | soessessenseens (00 ST IR 0.0
1.522 Privately issued and collateralized by MBS issued or guaranteed by
GNMA, FNMA 0F FHLMC.........otvirrcirerineeieeiseeieessesiseessessssssssssssssssesssssssssssssessssssssses | ooseesseeenns 125,000 | .coovvvvenens 05 [ 125,000 | .coovvveeens 0.5
1.523 All other privately ISSUEM...........criurieriiiireirieneinereseseesssiesese e sessess s sessesssesesnsinnne | ersessensesssesssnsennens | coessesesseneens 0.0 [ e [ e 0.0
2. Other debt and other fixed income securities (excluding short-term):
2.1 Unaffiliated domestic securities (includes credit tenant loans rated by the SVO)........cccovvnivienenrinnincneen.
2.2 Unaffiliated fOreign SECUMHIES. ..........ovurururireireeieeireiree ettt ss bbbt
2.3 AFfliAtEd SECUMHIES........cvuieeieeiieiie i
3. Equity interests:
3.1 Investments in MULUAI FUNDS..........cc.oiviiiiiiieresrrseriesissi s | eeriesiesiesinennennens | cneveneinsins 0.0 | | v 0.0
3.2 Preferred stocks:
321 AfIIALEG. .. cveoeecc sttt ssnnnnnnnens | o | e (00 SRR IR 0.0
322 UNAfIIBLEA. .....oveeerereiei sttt sssnnnnens | eeeseseesnessennnnns | oo (00 SRR IR 0.0
3.3 Publicly traded equity securities (excluding preferred stocks):
331 AfIIALEG. ..ottt ennnnnens | e | e 0.0 [ e
3.32  UNAffilidted. ..o sessssssnisnieniensesnnsnninns | o | seensenneenend0:00 e
3.4 Other equity securities:
341 AFTIIALEG. ..o veoeeeci sttt nnnnnnens | e 336,100 | ..oovvvrcrenne 14 | 302,679 .o 1.3
342 UNGfIIBLEA. .....oeeoer ettt snsnnnens | e | oo (00 SRR IR 0.0
3.5  Other equity interests including tangible personal property under lease:
351 AfIIALEG. .. cveoeeec sttt esnnnnens | e | e 0.0 [ | e 0.0
352 UNAfIIBLEA. .....oveeeercerici sttt ssst s | e | s 0.0 [ | e 0.0
4. Mortgage loans:
4.1 Construction and 1and developmeNt............ccourreirinieniineresieeseiseseeseee st sesseesesessesssssssssessssiesienss | senseseesessssesnsnnnes | sesesessenee 0.0 [
4.2 AGHCUIUIAL ..ottt ettt sttt ntessentensnnsnnnenenss | seesieeesesiestessnnennines | cessesiesennenn 0.0 [
4.3 Single family residential PrOPErIES...........c.eeerrereereerrireseineinseneieieessinsissesessssesssssssssesssssesessnssnssnsnesiese | eeensnessessnsinsseneins | onnesreneinennni000 |,
4.4 Multifamily residential PrOPEItIES..........c.ocururrirrirerireireieie ettt ssesssssssssessesssssessssnnnns | senseseesssssssesssnsinns | oesesensensenn 0.0 [
45 COMMETCIAl IOANS. .......vouieriiiniiiiiiciiesie et sntentsenieennennnnins [ evnesinesnesnnsnsinns | ereesienienes 0.0 |
5. Real estate investments:
5.1 Property 0cCUpi€d DY COMPANY.......c..iuieririreiirreineireere sttt ettt sestesssssssnsnssnss | coesseseeeeneens 73,948 | oo 0.3 [ e 73,948 | .o 0.3
5.2 Property held for production of income (includes §$.......... 0 of property acquired in satisfaction of debt)......... | oo | o 0.0 [ e [ e 0.0
5.3  Property held for sale ($......... 0 including property acquired in satisfaction of debt)..........ccccoovveiniriininine [ e | e 0.0 [ e [ e 0.0
8. PONCY I0BNS.......oeueeieiececeei ettt sttt sttt entnntnnenentenens [ eeeiesienesenenteninnns | eeresrenenninns 0.0 [ e [ e 0.0
7. ReCeIVADIES fOr SECUMHES..........vuuieuiiiiiiii st esissisninenine | erresinesnesneensiinnns | eeeesiesienes 0.0 | | v 0.0
8. Cash and short-term inVESIMENIS. ..o | e 14,628,840 | .............. 615 | ......... 14,628,840 | .............. 61.6
9. Other INVESIEA @SSELS........cuuiiuiieiiiicii bbb
10, TOtAlINVESIEA BSSEES. ...t
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1.1

2.1

22

3.1

3.2

33

34

41

42

5.1

52

6.1

6.2

71

7.2

GENERAL INTERROGATORIES

PART 1 - COMMON INTERROGATORIES
GENERAL

Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which
is an insurer?

If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such

regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing

disclosure substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model

Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards

and disclosure requirements substantially similar to those required by such Act and regulations? Yes[X]

State regulating? Michigan

Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the
reporting entity?

If yes, date of change:
If not previously filed, furnish herewith a certified copy of the instrument as amended.

State as of what date the latest financial examination of the reporting entity was made or is being made.

State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.
This date should be the date of the examined balance sheet and not the date the report was completed or released.

State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the
reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date).

By what department or departments? OFFICE OF FINANCIAL & INSURANCE SERVICES

Yes[X]  No[ ]

No[ ]  NA[ ]

Yes[ ] No[X]

12/31/2001

N/A

N/A

During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination
thereof under a common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a substantial

part (more than 20 percent of any major line of business measured on direct premiums) of:

411 sales of new business?

412 renewals?

During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,
receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:

4.21 sales of new business?

422 renewals?

Has the reporting entity been a party to a merger or consolidation during the period covered by this statement?

If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has ceased
to exist as a result of the merger or consolidation.

1 2 3
Name of Entity NAIC Company Code State of Domicile

Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended
or revoked by any governmental entity during the reporting period? (You need not report an action, either formal or informal, if a
confidentiality clause is part of the agreement.)

If yes, give full information:

Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity?
If yes,
7.21 State the percentage of foreign control.

7.22 State the nationality(ies) of the foreign person(s) or entity(ies); or if the entity is a mutual or reciprocal,
the nationality of its manager or attorney-in-fact and identify the type of entity(ies) (e.g., individual,
corporation, government, manager or attorney-in-fact)
1 2
Nationality Type of Entity
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Yes[ ] No[X]

Yes[ ] No[X]

Yes[ ] No[X]
Yes[ ] No[X]

Yes[ ] No[X]

Yes[ ] No[X]

Yes[ ] No[X]

.......................... 0.000 %



Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

10.1

10.2

10.3

10.4

141

14.2

15.1

15.2

16.1

16.2

GENERAL INTERROGATORIES (continued)

What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
ERNST & YOUNG, SUITE 1000, 171 MONROE AVE NW, GRAND RAPIDS, MI 49503

What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with a(n) actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification?
KENTON J. ROEPKE, REDEN & ANDERS LTD, 222 SOUTH NINTH STREET, SUITE 1500, MINNEAPOLIS, MN 55402

FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:

What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?

Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located?
Have there been any changes made to any of the trust indentures during the year?

If answer to (10.3) is yes, has the domiciliary or entry state approved the changes?

BOARD OF DIRECTORS

Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee thereof?
Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof?
Has the reporting entity an established procedure for disclosure to its Board of Directors or trustees of any material interest or affiliation

on the part of any of its officers, directors, trustees or responsible employees which is in or is likely to conflict with the official duties
of such person?

FINANCIAL

Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):

14.11 To directors or other officers

14.12 To stockholders not officers

14.13 Trustees, supreme or grand (Fraternal only)

Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):
14.21 To directors or other officers

14.22 To stockholders not officers

14.23 Trustees, supreme or grand (Fraternal only)

Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for
such obligation being reported in the statement?

If yes, state the amount thereof at December 31 of the current year:
15.21 Rented from others

15.22 Borrowed from others

15.23 Leased from others

15.24 Other

Disclose in the Notes to Financial the nature of each obligation.

Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty
fund or guaranty association assessments?

If answer is yes:
16.21 Amount paid as losses or risk adjustment
16.22 Amount paid as expenses

16.23 Other amounts paid
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Yes[ 1]

Yes[ ] No[ ]
Yes[ ] No[ ]

No[ ]  NA[ ]

Yes[ ] No[X]

Yes[X]  No[ ]

Yes[X]  No[ ]

Yes[ ] No[X]

Yes[ ] No[X]
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17.

18.1

18.2

19.1

19.2

19.3

19.4

20.1

20.2

211

21.2

22.

GENERAL INTERROGATORIES (continued)

INVESTMENT

List the following capital stock information for the reporting entity:

1 2 3
Number of Shares Number of Shares Par Value
Authorized Outstanding Per Share

4
Redemption Price
If Callable

5
Is Dividend
Rate Limited?

6
Are Dividends
Cumulative?

Yes[ JoNO[ oo

Yes[ J...No[ ..

Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control,
in the actual possession of the reporting entity on said date, except as shown by Schedule E-Part 2-Special Deposits?

If no, give full and complete information relating thereto.

Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the
control of the reporting entity, except as shown on Schedule E-Part 2-Special Deposits, or has the reporting entity sold or transferred any
assets subject to a put option contract that is currently in force? (Exclude securities subject to Interrogatory 15.1)

If yes, state the amount thereof at December 31 of the current year:
19.21 Loaned to others

19.22 Subject to repurchase agreements

19.23 Subject to reverse repurchase agreements

19.24 Subject to dollar repurchase agreements

19.25 Subject to reverse dollar repurchase agreements

19.26 Pledged as collateral

19.27 Placed under option agreements

19.28 Letter stock or securities restricted as to sale

19.29 Other

For each category above, if any of these assets are held by others, identify by whom held:
19.31

19.32

19.33

19.34

19.35

19.36

19.37

19.38

19.39

For categories (19.21) and (19.23) above, and for any securities that were made available for use by another person during the period covered

by this statement, attach a schedule as shown in the instructions to the annual statement.

For category (19.28) provide the following:

Yes[X]  No[ ]

Yes[ ] No[X]

1
Nature of Restriction

2
Description

Amount

Does the reporting entity have any hedging transactions reported on Schedule DB?

If yes, has a comprehensive description of the hedging program been made available to the domiciliary state?
If no, attach a description with this statement.

Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the

issuer, convertible into equity?

If yes, state the amount thereof at December 31 of the current year:

Excluding items in Schedule E, real estate, mortgage loans and investments held physically in the reporting entity's offices, vaults or safety
deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement with a

qualified bank or trust company in accordance with Part 1-General, Section IV.H-Custodial or Safekeeping Agreements of the NAIC

Financial Condition Examiners Handbook?

22.01 For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:

Yes [

]

1
Name of Custodian(s)

2
Custodian's Address

DETROIT MI 48275-8362

COMERICA BANK, NA
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Yes[ ] No[X]

No[ ] NA[X]

Yes[X]  No[ ]
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GENERAL INTERROGATORIES (continued)
INVESTMENT

22.02 For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
name, location and a complete explanation:

1 2 3
Name(s) Location(s) Complete Explanation(s)
22.03 Have there been any changes, including name changes, in the custodian(s) identified in 22.01 during the current year? Yes[ ] No [X]

22.04 If yes, give full and complete information relating thereto:

1 2 3 4
0ld Custodian New Custodian Date of Change Reason

22.05 Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
accounts, handle securities and have authority to make investments on behalf of the reporting entity:

1 2 3
Central Registration Depository Number(s) Name Address
MUNDER CAPITAL BLADEN MCCLELLAND 480 PIERCE STREET, BIRMINGHAM, M| 48009
OTHER
23.1 Amount of payments to Trade Associations, Service Organizations and Statistical or Rating Bureaus, if any? B 0

23.2 List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to
Trade Associations, Service Organizations and Statistical or Rating Bureaus during the period covered by this statement.
1 2
Name Amount Paid

24.1 Amount of payments for legal expenses, if any? B 29,391

24.2 List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments
for legal expenses during the period covered by this statement.

1 2
Name Amount Paid
Leonard, Street, et. al 28,170
25.1 Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, if any? B 0

25.2 List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures
in connection with matters before legislative bodies, officers or departments of government during the period covered by this statement.
1 2
Name Amount Paid
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GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

1.1 Does the reporting entity have any direct Medicare Supplement Insurance in force? Yes[ 1] No [X]
1.2 Ifyes, indicate premium earned on U.S. business only B 0
1.3 What portion of Item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit? B 0

1.31 Reason for excluding

1.4 Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above. B 0
1.5 Indicate total incurred claims on all Medicare Supplement insurance. B 0

1.6 Individual policies:
Most current three years:

1.61 Total premium earned B 0
1.62 Total incurred claims G 0
1.63 Numberofcoveredlives 0
All years prior to most current three years:

1.64 Total premium earned B 0
1.65 Total incurred claims G 0
1.66 Numberofcoveredlives 0

1.7 Group policies:
Most current three years:

1.71  Total premium earned B 0
1.72  Total incurred claims e 0
1.73 Numberofcoveredlives 0
All years prior to most current three years:

1.74  Total premium earned B 0
1.75 Total incurred claims O 0
1.76 Numberof coveredlives 0

2.1 Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be
returned when, as and if the earnings of the reporting entity permits? Yes[ 1] No [X]

2.2 Ifyes, give particulars:

3.1 Have copies of all agreements stating the period and nature of hospitals', physicians', and dentists' care offered to subscribers and

departments been filed with the appropriate regulatory agency? Yes[X] No[ ]
3.2 If not previously filed, furnish herewith a copy(ies) of such agreement(s). Do these agreements include additional benefits offered? Yes[ 1] No[ ]
4.1 Does the reporting entity have stop-loss reinsurance? Yes[X] No[ ]

4.2  Ifno, explain:

4.3 Maximum retained risk (see instructions):

4.31 Comprehensive medical

4.32  Medical only

4.33  Medicare supplement

4.34 Dental

4.35 Other limited benefit plan

4.36 Other
5. Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including

hold harmless provisions, conversion privileges with other carriers, agreements with providers to continue rendering services, and any other

agreements:

PROVIDER CONTRACTS INCLUDE STANDARD HOLD HARMLESS LANGUAGE TO PROTECT CONSUMERS IN THE EVENT OF INSOLVENCY.

INSOLVENCY PROTECTION IS A BENEFIT OF THE REINSURANCE COVERAGE. PHPSM ADHERES TO THE STATUTORY DEPOSIT REQUIREMENTS ESTABLISHED UNDER INSURA
6.1 Does the reporting entity set up its claim liability for provider services on a service data base? Yes[X] No[ ]
6.2 Ifno, give details:

7. Provide the following information regarding participating providers:

7.1 Number of providers at start of reportingyear 1,127
7.2 Number of providers at end of reportingyear 1,220
8.1 Does the reporting entity have business subject to premium rate guarantees? Yes[ 1] No [X]
8.2 Ifyes, direct premium earned:
8.21 Business with the rate guarantees between 15-36 months B 0
8.22 Business with rate guarantees over 36 months B 0
9.1 Does the reporting entity have Bonus/withhold arrangements in its provider contracts? Yes[X] No[ ]
9.2 Ifyes:
9.21 Maximum amount payable bonuses B 0
9.22  Amount actually paid for year bonuses B 0
9.23 Maximum amount payable withholds B, 3,292,686
9.24  Amount actually paid for year withholds B 0
10.  List service areas in which reporting entity is licensed to operate:
1
Name of Service Area
JACKSON COUNTY
HILLSDALE COUNTY
WASHTENAW COUNTY
CALHOUN COUNTY
INGHAM COUNTY
LENAWEE COUNTY
LIVINGSTON COUNTY
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FIVE-YEAR HISTORICAL DATA
1 2

2002

2001

2000

1999

1998

Balance Sheet Items (Pages 2 and 3)
1. Total admitted assets (Page 2, Line 23)........ccocreurrrenrneeneireereersiinceneens
2. Total liabilities (Page 3, LINE 18)........cc.cmreerrreerreeeeeerersneeesenesseeens
3. SHAULOMY SUIPIUS. ...t naes
4. Total capital and surplus (Page 3, Line 26)..........c.cocveunrurrnenrenceneirennes
Income Statement Items (Page 4)
5. Total revenues (LINE 7)......ocuereeceeereeneineireeneieeseesssiseiseeseseesessesesseseens
6. Total medical and hospital expenses (LiN€ 17).......c.ccrrueereneeneereineeinenns

7. Total administrative expenses (LiNe 19)........ccocvureneneeneeneenneneeneneenens

8. Net underwriting gain (loss) (Line 22)

9. Netinvestment gain (10SS) (LINE 25)........ccvuureureerrenernerneireeneireeeeeeeineeens
10. Total other income (LIN€S 26 PIUS 27)........ccurrurerreerrnrrneireireereeeeiecsneenees
11. Netincome or (10SS) (LiNE 30).......eerurrrerrneereereereieiieeineineiseeseeeeeeeeseeees
Risk-Based Capital Analysis

12. Total adjusted Capital........ccorueeerrrrereirereieeeese e
13.  Authorized control level risk-based capital..........cccoreereerrinenceneeneireeens
Enrollment (Exhibit 2)

14. Total members at end of period (Column 5, LiN€ 7)........cccocreurrrncnieneenee
15. Total member months (Column 6, LiNe 7).......ccovueeereureneneineeneireireieenns

Operating Percentage (Page 4)
(Item divided by Page 4, sum of Lines 2, 3, and 5)

16. Premiums earned (LINES 2 PIUS 3).......ccvveeeeereeneieeineineineeseeseeeeeeineeens
17. Total medical and hospital (LINE 17).......coeurerrreeneereireieieinneneseiseieenas
18. Total underwriting deductions (LN 21).........ccvrueerersrrneeneneireeeeseineenes
19. Total underwriting gain (I0SS) (LINE 22).........ocureeereeenrereireireireeeeenceseeens
Unpaid Claims Analysis (U&I Exhibit, Part 2B)
20. Total claims incurred for prior years (Line 11, Col. 5).....ccocveurenirniencenen.

21. Estimated liability of unpaid claims - prior year (Line 11, Col. 6)

............... 24,811,047

............... 14,226,815

............... 10,584,232

............... 10,584,232

............... 67,336,600

............... 58,015,566

................. 5,871,979

................... 860,444

................... 547,761

................. 1,408,205

............... 10,584,232

................. 2,758,205

............... 10,752,012

............... 12,380,313

............... 21,721,808

............... 14,692,803

................. 7,029,005

................. 7,029,005

............... 62,063,789

............... 54,200,570

................. 4,213,455

931,748

................... 763,955

................. 1,695,704

................. 7,029,005

................. 2,579,993

................. 8,567,201

............... 10,655,175

............... 18,144,979
............... 13,738,880

................. 4,406,099

............... 40,457,182
............... 38,108,228

................. 5,600,653

............... (3,251,699)

................. 4,406,099

................. 3,204,724
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Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

FIVE-YEAR HISTORICAL DATA (Continued)
1 2 3

2002

2001

2000

1999

1998

Investments in Parent, Subsidiaries and Affiliates

22.

23.

24

25.

26.

27.

28.

Affiliated bonds (Sch. D Summary, Line 25, Col. 1)

Affiliated preferred stocks (Sch D. Summary, Line 39, Col. 1)

Affiliated common stocks (Sch D. Summary, Line 53, Col. 2)

Affiliated short-term investments (subtotal included in Sch. DA,
Part 2, Col. 5, Line 11)

Affiliated mortgage loans on real estate

Al other affiliated

Total of above Lines 22 to 27

................... 302,679

................... 302,679
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Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

SCHEDULE D - SUMMARY BY COUNTRY
Long-Term Bonds and Stocks OWNED December 31 of Current Year

1 2 3 4
Book/Adjusted Fair Value Par Value
Description Carrying Value (@) Actual Cost of Bonds
BONDS 1. United States.......ccoovveens v 7,767,836 | .cocovvvereriricii 7,912,476 | oo 7,843,859 | .o 7,365,000
Governments 2.
(Including all obligations guaranteed 3.
by governments) 4.
5.
States, Territories and Possessions 6.
(Direct and guaranteed) 7.
8.
Palitical Subdivisions of States, 9.
Territories and Possessions 10.
(Direct and guaranteed) 11. Other CoUNMrES. ....c.ovivviees | o [ eeirisiierisnssssissessnsnsnsnens | eressessessssssssssssessesssssssssiens | seossssssnssssssssssssesnssnssssseens
12, TotalS. oo | v 0 [ 0 [ 0 [ 0
Special Revenue and Special Assessment 13. United States......cccovvovecvecns | evvenereireieines 103,706 [ .oovreerereiineenee 105,125 [ .o 103,820 .o 100,000
Obligations and all Non-guaranteed Obligations 14, CANATA......cecieirircrrieins | e [ e | et | steees sttt

of Agencies and Authorities of Governments

and their Political Subdivisions

Public Utilities
(unaffiliated)

Industrial and Miscellaneous and
Credit Tenant Loans

(Unaffiliated) .
24. Totals...ocovriiiieeiainne,
Parent, Subsidiaries and Affiliates 25. TotalS...ooverieieireiainene,
26. Total Bonds.....coouuessinnnee [ oo, 8,733,190 [ ..o 8,883,665 | ..o 8,812,402 | ..o 8,280,000
PREFERRED STOCKS 27. United States.....cccvvvivecins [ || e
Public Utilities 28. CaNada.....cooveerrnrineieies [ || e
(Unaffiliated) 29. Other Countries.......cooeoeenee feonniiniiiiiiiiis | [
30. Totals....oovwerereirrrsernninn [ e 0 [ 0 [ 0
Banks, Trust and Insurance Companies ~ [32. €anada......cccocvenrrrieiiin [ e [ e | et
(Unaffiiated) |33, Other COUNMes. .....cocoreineee [ermiminiriininiininisisiinnins | e | erseesenssesse s
.................................... 0
Industrial and Miscellaneous |36, €ANAA.....coeiirriees e | s [ et
(Unaffiliated) | 37. Other COUNMES. .....cocorrineee [erriminirininiininisisiiniinns | eeninsnsisisiisnssssssnsinns [ o
.................................... 0
Parent, Subsidiaries and Affiliates 39, TotalS.....cooooviinininiiis | e |
.................................... 0
COMMON STOCKS ~ [41. United States......coeccvvvrnee [ [ [ e
PublicUtilities 42, CANAAA. s [ || e
(Unaffiliated) |43, Other COUNMes. .....cocoreineee o | arninsnsisissnssssssisiens | o
.................................... 0
Banks, Trust and Insurance Companies ~ [46. €anada........cocoeovrvrinivin [ e [ e | et
(Unaffiliated) — |47. Other COUNMES. .....cocorrineee [ermimirininiiiininisisiinninns | arniinsssisisisnssssssisiens | ersremensssesse s
.................................... 0
Industrial and Miscellaneous |50, €aANAGA. ..o e | s | et
(Unaffiiated) |51, Other COUNMes. .....cocereineee [ermirininiiniiinninisisiinninns | ernsnsssiisisisnssssssisiiens | o
.................................... 0

Parent, Subsidiaries and Affiliates

B 8,733,190

....................... 8,883,665

....................... 8,812,402

.487,634.

SCHEDULE D - VERIFICATION BETWEEN YEARS

1. Book/adjusted carrying value of bonds and stocks, prior year

2. Cost of bonds and stocks acquired, Column 6, Part 3
3. Increase (decrease) by adjustment:
3.1 Column 16, Part 1........ooceeveereiececrireeeesceis
3.2 Column 12, Part 2, Section 1........cccoovuvrurvrennnen.
3.3 Column 10, Part 2, Section 2.........c.cccovevurrrunnnene
3.4 Column 10, Part 4
4. Total gain (loss), Column 14, Part 4

. Foreign exchange adjustment:
6.1 Column 17, Part 1

14,262,785

6.2 Column 13, Part 2, Section 1...........
6.3 Column 11, Part 2, Section 2...........

6.4 Column 11, Part 4
Book/adjusted carrying value at end of current period
Total valuation allowance

(115,632)

5. Deduct consideration for bonds and stocks disposed of, Column 6, Part 4...

© o N

150,160
5,564,123

—_
- o
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Subtotal (Lines 7 plus 8)
. Total nonadmitted amounts
. Statement value of bonds and stocks, current period

8,733,190

8,733,190

8,733,190




Statement as of December 31, 2002 of the PhyS|C|anS Health Plan Of SOUth M|Ch|gan

SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories
2

1 Direct Business Only
3 4 5 6
Federal Employees
Guaranty Is Insurer Health
Fund Licensed? Medicare Medicaid Benefits Program
State, Etc. (Yes or No) (Yes or No) Premiums Title XVIII Title XIX Premiums

1. Alabama

2. Alaska

3. ANIZONA......ooieee e

4. Arkansas. .

5. California.........ccceeveverrieiesieceeesienas

6. Colorado.......ccovveerierieieeeee e

7. CONNECHCUL.......coeeveevrerceeeee e

8. Delaware........cccovvveuiiieseecse e

9.  District of Columbia. .

10, Florida........ovveeeevceeeieeeeeee s

11.  Georgia....

12.  Hawaii

13.

14.

15.

16.

17.

18, KentUCKY......ooveeeeeeecereeee e

19.  Louisiana.

20.

21.  Maryland

22. Massachusetts

23, MiIchigan.......ocoerrinirennee e

24.  Minnesota.... .

25, MiISSISSIPPI...erveereeeeeeeeeireireesneeseeseeseieenas

26, MISSOUM......ovrvrivereercreieiciese e

27, MONtANA.......ouieerieeeeeee s

28, Nebraska........c.cocoeviererrieieeeeeeeie s

29. Nevada............ ..

30.  New Hampshire..........cocovenruneninieneneincineenns NH

31, NeW Jersey.....ooneneneneeneeneneneneenenennee N [t ttNOiiit [t tdNO s [ e | eeressiesersieessnsnsneins | reeessessisssssenssesssssinnne | seeeenssssesessessessseeseseeessenes

32, New MeXICO.....covuererrerererreereereseresrenseeeeed NM U Lt dNOiis [N | [ eeieneiesseceiseisinieiee [ e esseissneins | e s

33, NEW YOrKe..oiuieceeeceeee s

34. North Carolina.

35, North Dakota..........ccccevevivrieriieieieisieinas

36.  ONi0...ecicieecececee e

37, OKIahOMa........coecvieereicieeeee s

38, OrgON.....iicecereereieeeeeeteee et

39. Pennsylvania... .

40. Rhode Island..........cccocereieireeecieeeeie e,

41, South Caroling..........ccccvevererrirereirieierenien.

42, South Dakota.........ccceeveveiveiereiercieieces

43, TENNESSEE.....covvvecrereiereeeeietese et easas

44,

45,

46.

A7, VIFGINia.... e

48, Washington.........cccoeeereenreneneireireesincieene

49.  West Virginia...

50, WISCONSIN......cvieevcrerercieee e

51, WYOMING. ...t

52.  American Samoa..........ccccviueveerireireissienenas AS

53, GUAM.....coieiecieieiete e GU

54. Puerto Rico..... .PR

55.  U.S. Virgin Islands..........cccoovreeneeneineineneennenes VI

56.  Canada........cccoeviveieiieeeee e CN

57.  Aggregate Other alien.......c.cocovvureerernrineeneen. oT

58. Total (Direct BUSINESS)........oovovvvveererrrrrncns [t XKoo [(@) il 68,105,792 | ..oovovverrieieeea) {0 (0 0

DETAILS OF WRITE-INS

5798. Summary of remaining write-ins for line 57 from overflow page........cccocovevevvinins | vrvenmnninrneinnnncneeen0 e 0 [ 0 [ 0
5799. Total (Lines 5701 thru 5703 plus 5798) (Line 57 @boVe)........coovvrvnsienrinrinniniinis |0 [ {0 (O 0

Explanation of basis of allocation by states, etc., of premiums and annuity considerations.

(@) Insert the number of yes responses except for Canada and Other Alien.
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SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
PART 1 — ORGANIZATIONAL CHART
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